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June  6,  1994 

Honorable  Annemarie  Conroy 

and  Each  Member  of  the  Board  of  Supervisors 

City  and  County  of  San  Francisco 

Room  235,  City  Hall 

San  Francisco,  California  94102 


Dear  Supervisor  Conroy  and  Members  of  the  Board  of  Supervisors: 

Transmitted  herewith  is  the  Budget  Analyst’s  management  audit  report 
concerning  the  San  Francisco  Water  Department  (SFWD). 

The  management  audit  report  contains  fourteen  findings  and  48 
recommendations.  Our  recommendations,  if  properly  implemented,  will  result  in 
combined  annual  savings  amounting  to  $1,125,000  annually.  Realization  of  a 
portion  of  these  savings  during  the  1994-95  Fiscal  Year  will  permit  the  SFWD  to 
stay  reasonably  within  its  current  five-year  financing  plan.  This  plan  projected 
14%  annual  rate  increases  for  the  period  1990-91  through  1994-95.  Currently,  the 
Public  Utilities  Commission  and  the  SFWD  are  recommending  a rate  increase  in 
1994-95  of  approximately  14.6%  for  retail  customers.  Moreover,  the  SFWD  has 
made  a commitment  to  its  retail  ratepayers  that  no  significant  rate  increase  will 
occur  in  the  1995-96  Fiscal  Year,  barring  unforeseen  circumstances. 

However,  based  on  the  findings  contained  in  this  management  audit  report,  the 
Budget  Analyst  has  concluded  that,  even  after  attaining  recommended  savings, 
the  water  rates  that  must  be  paid  by  the  SFWD’s  retail  and  wholesale  customers 
are  likely  to  continue  to  increase,  beginning  in  1996-97.  As  discussed  in  the 
Introduction  section  of  the  management  audit  report,  there  are  two  driving  forces 
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that  result  in  this  conclusion.  First,  SFWD  revenues  from  the  sale  of  water 
continue  to  suffer  from  the  effects  of  water  conservation  by  retail  and  wholesale 
customers.  While  encouragement  of  conservation  is  important,  especially  in  light 
of  recent  drought  years  and  a dry  1993-94  that  is  reportedly  the  eighth  worst  in 
recorded  history,  the  revenue  consequences  are  substantial. 

For  example,  current  consumption  of  water  by  City  retail  customers  is  77.5%  of 
pre-drought  levels.  Consumption  by  wholesale  customers  is  90%  of  pre-drought 
levels.  If  water  consumption  by  SFWD  customers  were  currently  equal  to  100%  of 
pre-drought  levels,  the  SFWD  would  earn  approximately  $22  million,  or  17%  more 
than  the  $126.2  million  in  anticipated  revenue  in  1994-95  based  on  proposed  1994-95 
rate  increases.  Such  additional  revenue  of  $22  million  in  1994-95  would  not  only 
have  been  sufficient  to  have  avoided  a water  rate  increase  altogether  in  1994-95, 
but  would  also  still  provide  $10  million  more  than  the  currently  anticipated 
revenue  under  the  proposed  1994-95  rate  increase. 

Secondly,  water  rates  are  likely  to  increase  significantly  in  the  future  due  to  the 
need  for  extensive  facilities  maintenance  and  capital  improvements.  Section  II. 3 
of  this  report  discusses  the  SFWD’s  need  for  a long  term  capital  improvement 
plan  to  inventory  and  analyze  the  costs  of  such  capital  improvements  to  the  SFWD 
system,  much  of  which  is  over  70  years  old.  Such  a capital  improvement  plan  will 
permit  evaluation  of  long  term  financial  requirements  and  alternative  rate 
impacts.  It  is  the  recommendation  of  the  Budget  Analyst  that  the  capital 
improvement  plan  be  prepared  and  that  the  SFWD  provide  the  Public  Utilities 
Commission  and  the  Board  of  Supervisors  with  multi-year  rate  projections  so  that 
appropriate  policy  decisions  can  be  made,  not  on  a year-to-year  basis,  but  over  a 
longer  time  horizon  that  will  provide  a rational  basis  for  rate  setting  purposes. 
The  SFWD  has  accepted  this  recommendation  and  pledged  to  provide  a capital 
improvement  plan  and  a five-year  financing  plan  during  the  1994-95,  in  addition 
to  holding  retail  water  rates  in  the  1995-96  Fiscal  Year  at  the  same  level  as  1994- 
95. 

A further  potential  significant  impact  on  future  SFWD  financial  requirements 
and  related  water  rates  is  the  Federal  requirement  that  the  City  construct  a new 
filtration  plant.  Unless  water  quality  improvements  and  safeguards  are 
implemented  and  sustained  by  the  San  Francisco  Water  Department  and  by  the 
Hetch  Hetchy  project,  the  U.S.  Environmental  Protection  Agency  (EPA)  may 
require  San  Francisco  to  build  an  additional  filtration  plant  in  order  to  comply 
with  Federal  Safe  Drinking  Water  Act  standards. 

The  potential  financial  liability  of  a new  filtration  plant  is  significant. 
Construction  costs  could  approach  $500  million  and  annual  operating  costs  and 
debt  service  would  range  from  an  estimated  $47  million  to  $64  million,  a possible 
increase  of  up  to  66%  of  the  Water  Department’s  annual  operating  and  capital 
budget  in  1993-94  of  $97  million. 
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The  Water  Department  obtained  a waiver  from  the  Federal  filtration  requirement 
in  September,  1993.  The  waiver  was  conditioned  on  implementation  of 
improvements  to  water  quality  testing  and  treatment  plant  staffing  that  were 
added  to  the  SFWD’s  budget  through  a supplemental  appropriation  approved  by 
the  Board  of  Supervisors  in  March,  1994.  The  EPA  will  continuously  monitor  and 
evaluate  Hetch  Hetchy’s  and  SFWD’s  compliance  with  Safe  Drinking  Water  Act 
standards  in  order  for  the  filtration  waiver  to  continue.  Although  the  filtration 
waiver  has  been  obtained  and  is  now  in  effect,  SFWD  staff  continues  to  perform 
necessary  studies  and  evaluations  to  assure  continued  compliance. 

A summary  of  our  management  audit  findings  is  presented  below. 

Section  I : Opportunities  to  Reduce  Expenditures  and  Achieve  Operational 

Efficiencies 

Section  1. 1:  Customer  Services  Staffing 

In  Fiscal  Year  1987-88,  the  San  Francisco  Water  Department  (SFWD)  spent  over 
$1.4  million  for  a computerized  customer  information  and  billing  system. 
Although  the  information  system  resulted  in  greatly  improved  billing  efficiencies, 
the  SFWD  did  not  significantly  decrease  staff.  As  a result,  existing  staffing  levels 
within  the  Customer  Services  Division  (CSD)  exceed  the  actual  staffing  levels 
required. 

By  reducing  staff  to  the  level  actually  required,  it  is  estimated  that  the  CSD  could 
reduce  water  services  clerks  by  a minimum  of  two  full-time  equivalents  and 
realize  a savings  in  excess  of  $83,000  annually,  without  affecting  the  current  level 
of  customer  service. 

Section  1.2  : Customer  Services  Work  Order  Efficiency 

The  SFWD  Customer  Services  Division  completes  various  work  orders  based  on 
customer  complaints,  pertaining  to  charges  on  water  bills,  and  complaints 
related  to  the  amounts  of  water  used,  the  quality  of  water  delivered  and  water 
pressure  problems.  By  eliminating  unnecessary  work  orders  and  by  using  more 
appropriate  classifications  to  complete  certain  work  orders,  the  SFWD  would 
realize  savings  of  approximately  $181,000  annually. 

During  this  management  audit  it  has  been  determined  that  many  of  the  work 
orders  performed  by  CSD  are  unnecessary.  Approximately  12,000  “verify  read” 
work  orders  are  initiated  automatically  despite  an  error  rate  of  only  600  per  year 
or  less  than  one  tenth  of  one  percent  of  annual  total  meter  reads  amounting  to  1.1 
million.  The  customer  information  and  billing  system  is  designed  so  that  a “verify 
read”  work  order  is  generated  automatically  every  time  a meter  read  was 
recorded  indicating  that  water  usage  is  either  too  high  or  too  low  within  certain 
parameters.  These  verify  read  work  orders  are  unnecessary.  Certain  other  work 
orders  could  be  completed  using  lower  level  classifications  (approximately  39,500 
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work  orders  annually  pertaining  to  getting  meter  reads,  posting  notices  and 
shutting  off  meters).  Other  water  districts  such  as  the  East  Bay  Municipal 
Utilities  District  (EBMUD),  the  Los  Angeles  Department  of  Water  and  Power  and 
the  San  Jose  Water  Company  do  not  use  higher  level  water  services  inspectors  to 
perform  any  of  the  field  inspections.  By  eliminating  unnecessary  work  orders  and 
utilizing  more  appropriate  classifications,  mainly  Meter  Readers  instead  of  Water 
Service  Inspectors,  it  is  estimated  that  the  SFWD  would  save  approximately 
$181,000  on  an  annual  basis  (consisting  of  $73,000  from  eliminating  unnecessary 
work  orders  and  $108,000  from  using  lower  level  classifications  to  perform  certain 
work  orders). 

Section  1.3:  Field  Services  Productivity 

The  existing  productivity  standards  of  the  SFWD’s  Field  Services  Division  have 
been  evaluated  to  identify  whether  1)  existing  productivity  standards  are 
adequately  monitored  and  2)  whether  existing  productivity  standards  are 
reasonable  and  sufficient. 

Based  upon  this  review,  the  Budget  Analyst  has  determined  the  following: 

• The  Field  Services  Division  needs  to  improve  its  reporting  system  for 
completed  work  orders,  as  1)  the  current  work  order  reporting  system 
cannot  account  for  approximately  12,000  work  orders  completed,  or  over 
14  percent  of  the  total  work  orders  of  83,000  completed  annually,  and  2) 
Water  Service  Inspectors  provide  unreliable  information  regarding 
completed  work  orders  using  weighted  average  standards  that  are 
inconsistent  with  existing  standards  used  to  assign  jobs. 

• Existing  productivity  standards  for  meter  readers  are  not  sufficient 
because  on  average,  meter  readers  could  improve  productivity  by 
approximately  20  percent. 

• Two  Water  Service  Inspectors  are  not  required  at  the  Waterfront  Service 
District,  which  provides  services  to  the  shipping  industry.  By 
implementing  productivity  standards  and  by  reallocating  existing  swing 
shift  personnel  for  activities  that  now  require  two  personnel,  such  as 
meter  reading  in  confined  spaces,  one  Water  Service  Inspector  would  be 
sufficient. 

• The  Field  Services  Division  has  not  sufficiently  monitored  sick  leave  and 
floating  holiday  policy.  The  average  number  of  sick  leave  taken  annually 
is  11  days,  including  16  employees,  or  39%  of  our  sample,  that  have 
taken  13  or  more  days  of  sick  leave  annually.  20%  of  our  sample  took  sick 
days  either  the  day  before  or  the  day  after  scheduled  vacations.  Also,  five 
Field  Services  Division  staff  have  taken  floating  holidays  in  excess  of  the 
three  allowed. 
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• By  improving  the  productivity  of  the  Field  Services  Division  staff,  the 
SFWD  would  save  approximately  $165,000  annually. 

Based  upon  this  review,  the  Budget  Analyst  has  determined  that  the  Field 
Services  Division  needs  to  improve  its  reporting  system  for  completed  work 
orders,  as  1)  the  current  work  order  reporting  system  cannot  account  for 
approximately  12,000  work  orders  completed  or  over  14  percent  of  the  83,000  work 
orders  completed  annually,  and  2)  water  services  inspectors  provide  unreliable 
information  regarding  completed  work  orders  using  weighted  average  standards 
that  are  inconsistent  with  existing  productivity  standards.  Meter  readers  could, 
on  average,  improve  productivity  by  approximately  20  percent. 

Section  1.4  : Maintenance  and  Service  of  SFWD  Vehicles 

The  SFWD  maintains  and  services  a total  of  535  vehicles  and  related  equipment  at 
its  City  Distribution  Division  (CDD)  automotive  shop  facility  in  San  Francisco  and 
at  its  Suburban  Division  facilities  in  Millbrae  and  Sunol. 

Based  on  a review  of  actual  work  accomplished  by  the  auto  shops  in  a one  month 
sample,  the  Budget  Analyst  found  up  to  1,700  hours  for  which  there  was  no 
accounting.  Further,  the  SFWD  acknowledges  that  approximately  400 
unrecorded  hours  were  spent,  without  any  apparent  benefits,  on  trying  to  develop 
an  electric  vehicle  although  it  was  clear  the  SFWD  did  not  have  the  research  and 
design  capacity  to  make  the  project  a success.  The  estimated  cost  of  this  project, 
which  achieved  no  apparent  benefit  and  was  not  reported  to  the  General 
Manager,  was  in  excess  of  $30,000  in  staff  time  and  materials. 

In  addition,  the  auto  shops  do  not  (1)  have  written  procedures  to  govern  the  overall 
repair  and  maintenance  of  its  vehicles,  (2)  maintain  comprehensive  logs  on  the 
scheduling  of  vehicle  repairs  and  services,  (3)  keep  adequate  files  on  completed 
automotive  maintenance  and  repairs  and  (4)  have  a workable  plan  to  keep  an 
inventory  control  of  vehicle  parts  assuring  that  such  parts  are  not  wasted  or 
stolen. 

Although  the  parts  store  room  at  the  San  Francisco  facility  is  generally  secured 
from  unauthorized  persons,  there  is  no  periodic  physical  inventory  count  of  items 
actually  in  stock  that  is  performed  independently.  Under  these  circumstances,  the 
Automotive  Machinist  Supervisor  is  unable  to  verify  if  there  are  parts  missing  from 
the  storeroom.  Similar  conditions  exist  at  the  Peninsula  facility,  although  we 
observed  that  the  storeroom  at  this  facility  remained  open  and  unattended  during 
the  noon  lunch  hour  which  could  invite  unauthorized  visits.  Procedures  should  be 
implemented  at  both  auto  shops  that  provide  for  quarterly  inventory  counts,  of  items 
actually  in  stock,  by  warehouse  staff  independently  from  the  automotive  staff  and 
the  Peninsula  facility  storeroom  should  be  secured  when  authorized  staff  are  not  in 
attendance. 
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Based  on  this  analysis,  the  SFWD  should  develop  automotive  policies  and 
procedures  that  govern  the  operations  of  their  auto  shops,  maintain  complete 
records  on  each  vehicle,  develop  a personnel  tracking  system  that  identifies  the 
time  spent  by  each  automotive  mechanic  on  completing  the  repair  and  servicing 
of  departmental  vehicles,  and  implement  an  inventory  control  system  that 
assures  the  security  of  auto  parts  and  supplies. 

As  a result  of  this  finding,  the  SFWD  will  implement  recommended 
improvements,  review  its  auto  shop  management  and  work  requirements,  and 
will  propose  reductions  to  its  automotive  staff  and  related  costs. 

The  SFWD  could  save  $165,300  annually  by  eliminating  three  Automotive 
positions  by  reducing  the  use  of  overtime.  In  addition,  with  the  development  and 
implementation  of  written  automotive  policies  and  procedures,  the  auto  shops 
could  increase  their  efficiency  and  accountability  of  vehicle  maintenance  and 
assure  the  authorized  use  of  their  parts  and  supplies. 

The  Budget  Analyst  will  recommend  specific  budget  reserves  during  the  1994-95 
budget  review  process  to  reexamine  auto  shop  staffing  needs  after 
implementation  of  the  above  recommendations. 

Section  1,5;  Leasing,  Hydrant  Water  Me.ter_Deyices  T<?  Contractors 

The  SFWD  currently  leases  192  hydrant  water  meter  connecting  devices  (105-one 
inch  meters  and  87-three  inch  meters)  to  contractors.  The  three  inch  meters  are 
turbine  meters  but  are  currently  leased  at  the  lower  monthly  rate  for 
disc/compound  type  meters.  If  the  SFWD  implemented  a higher  rate  for  the 
leasing  of  the  turbine  meters,  an  estimated  $38,760  in  additional  fees  could  be 
realized  annually. 

Although  currently  required  to  report  water  usage  every  60  days,  as  many  as  82 
out  of  a total  of  192,  or  nearly  43  percent  of  the  contractors  have  not  reported  their 
water  use  on  time  and  26  of  these  have  not  reported  their  water  usage  in  over  one 
year.  Thus,  a total  of  $13,842  in  fees  annually  and  an  undetermined  amount  of 
revenues  for  water  consumption  have  not  been  received. 

If  the  SFWD  assessed  a $100.00  penalty  for  each  month  a contractor  fails  to  report 
their  current  water  usage,  there  should  be  a more  timely  response  from 
contractors  to  report  their  water  consumption.  Otherwise,  based  on  the  current 
reporting  record,  the  SFWD  could  assess  a total  of  $64,700  in  penalties. 

Section  1.6  : Water  Conservation  Program 

In  FY  1993-94  the  SFWD’s  Water  Conservation  Program  is  starting  to  shift  from  a 
drought-related  focus  on  water  rationing,  to  implementing  water  conservation 
efforts  specified  in  a memorandum  of  understanding  (MOU)  signed  in  1991  with 
the  State  Water  Quality  Resources  Control  Board. 
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The  existing  program  staff,  which  consists  of  a Coordinator,  an  Inspector,  a 
Water  Services  Clerk  and  a Secretary  II,  are  sufficient  to  carry  out  the  City’s 
obligations  under  the  ten-year  MOU,  which  expires  in  2001.  By  using  existing 
staff,  the  SFWD  will  avoid  additional  costs  previously  estimated  at  $287,000 
annually  for  four  new  Water  Inspector  positions. 

The  Coordinator  should  develop  measurable  water  conservation  goals  for  each 
program  activity.  All  future  project  funding  should  be  based  on  internal  program 
evaluations  that  measure  not  only  compliance  with  MOU  requirements,  but  more 
importantly  quantify  long-term  water  savings. 


Section  II:  Opportunities  To  Improve  Management  Practices 
Section  II.  1;  Training  And  Procedures  Manuals 

Of  SFWD’s  three  operating  divisions,  the  City  Distribution  Division  is  the  only 
division  developing  a formal  training  program  for  its  employees.  A 
comprehensive  plan  to  train  the  other  two  operating  divisions’  employees  (Water 
Supply  and  Treatment  Division  and  the  Water  Quality  Division)  must  be 
developed.  Employee  training  is  critical  to  the  divisions’  ability  to  reliably  supply 
quality  water  to  its  customers. 

In  addition,  the  Water  Supply  and  Treatment  Division  does  not  have  a policies  and 
procedures  manual.  Such  a manual  is  an  important  step  to  ensure  that  the 
actions  of  staff  are  consistent  with  the  policies,  goals,  and  objectives  of  the 
division,  department,  the  Public  Utilities  Commission  (PUC),  and  the  City. 
Division  employees  need  a policies  and  procedures  manual  to  assist  them  in  the 
performance  of  their  duties  and  responsibilities,  and  a reference  for  division 
policies  and  operations. 

Section  11,2:  Preventive  Maintenance  and  Replacement  Planning 

The  Water  Supply  and  Treatment  Division  performs  practically  no  preventive 
maintenance  on  the  water  supply  facilities  other  than  to  the  water  treatment 
plants  and  certain  valves  in  the  Sunol  area.  As  a result  of  this  poor  maintenance 
program  the  SFWD’s  water  supply  and  treatment  facilities  are  deteriorating.  In 
1987,  a maintenance  management  consultant  evaluated  the  Division’s 
maintenance  practices  and  found  that  the  Division  scored  only  seven  out  of  a 
possible  one  hundred  points  against  a standardized  criteria.  The  Divisions  never 
followed  through  with  the  implementation  of  the  consultant’s  recommendations. 

The  water  supply  system  has  aged  and,  without  proper  maintenance,  the 
potential  for  outages  has  increased.  Pipeline  corrosion,  inoperative  valves  and 
aged  support  structures  contribute  to  reduced  reliability.  For  example,  the  trestle 
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supporting  two  main  water  supply  pipelines  crossing  the  south  bay  have 
deteriorated  and  now  threaten  to  collapse. 

Although  the  Water  Supply  and  Treatment  Division  has  implemented  a 
Maintenance  Management  System  which  will  also  be  implemented  at  the  City 
Distribution  Division,  the  Water  Supply  and  Treatment  Division  has  not  fully 
implemented  the  systems’  capabilities.  The  Water  Supply  and  Treatment  Division 
should  fully  implement  its  Maintenance  Management  System  including  the 
development  of  detailed  work  standards,  preventive  maintenance  procedures, 
work  analysis  information  and  methods,  and  capital  replacement  requirements. 

Section  II. 3:  Comprehensive  Master  Planning 

The  SFWD  has  not  developed  the  basic  information  which  it  needs  for  a 
comprehensive  master  capital  plan.  As  a result,  the  SFWD  does  not  know  its 
financial  requirements  for  maintaining  the  long  term  continued  operation  of  its 
water  supply,  treatment  and  distribution  system.  For  example,  the  water  supply 
system  needs  to  be  improved  to  increase  the  probability  of  surviving  an 
earthquake,  to  meet  modern  maintenance  standards,  and  to  improve  efficiency  of 
operation.  The  SFWD  has  a growing  list  of  significant  difficulties  with  its  water 
supply  system  that  will  require  substantial  reassessment  of  the  structure  of  its 
entire  system. 

The  development  and  proper  use  of  a comprehensive  master  plan  for  the  water 
supply  and  treatment  system  will  help  to  assure  the  continued  supply  of  water  to 
the  SFWD’s  customers  and  reduce  the  chance  of  unanticipated  rate  increases  to 
fund  capital  projects  for  system  replacements  and  improvements  that  should  be 
planned  for  in  advance. 

Section  II. 4:  Water  Quality  Laboratory 

The  Budget  Analyst  and  the  State  Department  of  Health  Services  have 
independently  noted  certain  facts  that  suggest  deficiencies  in  the  laboratory’s 
trihalomethane  sampling  procedures.  Trihalomethanes  are  chemicals  that  are 
believed  to  be  carcinogenic  and  are  created  by  the  interaction  between  chlorine 
and  organic  compounds  in  the  water.  The  SFWD  should  act  promptly  to  ensure 
that  every  precaution  is  taken  to  eliminate  any  tendency  that  could  result  in 
questions  regarding  the  reliability  of  water  quality  data  reported  to  the  State. 

By  improving  the  water  quality  laboratory’s  quality  assurance  and  control 
procedures,  the  SFWD  will  be  better  able  to  assure  that  its  sampling  and  testing 
procedures  are  correctly  performed  and  the  results  reported  accurately.  The 
installation  of  a bar-code  scanning  system  will  cost  approximately  $20,000.  A bar- 
code scanning  system  will  validate  that  the  technicians  take  samples  at  the 
appropriate  time  and  place,  document  the  custody  and  processing  sequences  of 
each  sample  and  allow  for  easier  data  recording  and  computer  entry. 
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The  isolation  of  laboratory  operations  within  its  own  division  and  the  structuring 
of  quality  assurance  and  control  procedures  will  assure  that  its  sampling  and 
testing  procedures  are  correctly  performed  and  the  results  accurately  reported. 

Section  III:  Property  and  Contract  Management 

Section  III.l  : Land  Management 

The  SFWD  owns  more  than  60,000  acres  of  land  in  Alameda,  Santa  Clara  and  San 
Mateo  counties.  The  SFWD  Land  Section  leases  watershed  and  pipeline  property, 
subject  to  use  restrictions.  Approximately  38,400  acres,  or  64  percent,  of  SFWD 
watershed  land  is  leased  or  under  fee  permit  for  use  by  private  or  other 
governmental  entities. 

The  SFWD  does  not  have  a comprehensive  inventory  of  property  that  identifies 
sites  with  lease  potential,  surplus  sites,  and  sites  that  should  be  acquired  to 
protect  the  watershed.  A property  inventory  could  result  in  new  lease  revenue 
opportunities  and  revenues  from  sale  of  surplus  property,  and  provide  a blueprint 
for  land  acquisition  capital  planning. 

Most  leases  are  signed  without  exposing  the  property  to  the  market.  The 
procedure  of  advertising  parcels  with  real  estate  brokers  and  local  planning 
departments,  notifying  adjacent  businesses,  and  keeping  lists  of  all  inquiries 
would  require  minimal  investment  of  staff  time  and  money,  and  result  in  a more 
fair  leasing  process  that  could  increase  revenues. 

A major  lessee,  the  Mission  Valley  Rock  quarry,  has  not  been  required  to 
reimburse  the  City  for  Alameda  County  property  tax  assessments  paid  by  the  City 
of  San  Francisco.  These  payments  were  $24,445  in  FY  1992-93.  The  lease  with  the 
company  should  be  amended  to  provide  such  reimbursement  as  a condition  of 
leasing  any  additional  property  from  the  SFWD.  The  Budget  Analyst  is  not 
recommending  the  sale  of  any  SFWD  property  unless  such  property  is  surplus 
and  unneeded  for  watershed  protection  or  other  legitimate  purposes.  Further, 
revenues  realized  by  the  sale  of  surplus  property  should  be  considered  as  a source 
of  funds  for  any  needed  watershed  property  acquisitions. 

The  SFWD  frequently  issues  use  permits  in  cases  where  leases  would  be  more 
appropriate.  Permits  are  open-ended  in  duration.  Additionally  the  Land  Section 
could  command  higher  payments  for  leases  than  for  permits.  The  SFWD  can 
require  more  from  a lease  tenant  than  from  a permittee  in  terms  of  improvements 
to  or  maintenance  of  the  property,  again  because  the  tenant  can  make  such  an 
investment  with  some  assurance  that  they  will  be  able  to  exercise  continued  use  of 
the  property.  The  primary  use  for  permits  is  to  provide  a vehicle  for  an  interim 
use  of  a piece  of  property,  or  to  provide  a simpler  format  for  an  arrangement  that 
involves  a small  parcel  and  a minor  financial  consideration.  For  example,  the 
SFWD  appropriately  issues  “garden  permits”  to  home  owners  whose  property  is 
adjacent  to  the  pipeline  right-of-way.  Management  of  the  Land  Section  is  starting 
to  correct  this  problem,  but  the  PUC  should  approve  a resolution  to  provide  clear 
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procedural  guidelines.  Provision  should  also  be  made  to  allow  the  General 
Manager  of  the  SFWD  to  execute  leases  that  involve  monthly  rent  of  $1,000  or  less, 
to  avoid  unnecessary  delays  in  executing  minor  leases. 

The  SFWD  should  perform  routine  property  inspections  to  monitor  compliance 
with  lease  terms.  Lack  of  compliance  can  harm  the  watershed  and/or  create 
liability  problems  for  the  SFWD.  The  Land  Section  of  the  SFWD  has  four 
professional  staff  to  handle  270  leases  and  permits.  The  section  is  understaffed  to 
maintain  a property  inventory,  market  properties,  monitor  lease  compliance  and 
convert  numerous  permits  to  leases.  The  SFWD  should  request  the  addition  of  one 
4142  Senior  Real  Property  Officer  position  to  carry  out  the  functions  listed  above. 

Developing  an  inventory  of  potentially  leaseable  property  and  exposing  all 
properties  to  the  real  estate  market  would  produce  a more  fair  leasing  process 
that  could  increase  revenues.  This  inventory  can  be  conducted  in  conjunction 
with  the  SFWD’s  implementation  of  a Geographic  Information  System  to 
computerize  and  map  SFWD  land  holdings  and  facilities.  Systematically 
identifying  surplus  properties  could  result  in  increased  revenues  from  sale  of 
additional  surplus  property,  and  assisting  funding  the  acquisition  of  watershed 
lands  threatened  by  development.  Amending  the  Mission  Valley  Rock  quarry 
lease  would  reimburse  the  SFWD  for  approximately  $24,445  in  annual  property 
tax  payments.  Converting  use  permits  to  leases,  where  appropriate,  will  result  in 
greater  revenue  to  the  SFWD.  More  actively  monitoring  for  compliance  with  lease 
and  permit  terms  will  protect  the  SFWD  from  potential  legal  liabilities  and  costly 
damage  to  the  watersheds.  Hiring  an  entry  level  4142  Senior  Real  Property  Officer 
would  cost  $64,218,  including  salary  and  mandatory  fringe  benefits,  at  the  entry 
level  step. 

Section  III.2  ; Management  of  Pleasanton  Development  Project 

The  SFWD  owns  a surplus  550-acre  site  in  an  unincorporated  area  of  Alameda 
County  within  the  City  of  Pleasanton.  City  of  San  Francisco  officials  hope  to 
develop  the  site  to  generate  an  on-going  stream  of  revenue  for  the  PUC  and  the 
City’s  general  fund.  The  SFWD  Pleasanton  Development  Project  represent  a 
substantial  revenue-generating  opportunity,  as  well  as  a unique  challenge  to  the 
ability  of  City  government  to  maximize  profits  without  taking  on  undue  risk  or 
undermining  intergovernmental  relations. 

This  real  estate  development  project,  which  is  estimated  to  have  a long  term  net 
revenue  benefit  to  the  City  of  $319  million,  is  being  staffed  solely  with  the  part-time 
attention  of  the  SFWD’s  Customer  Services  Manager,  and  0.5  FTE  assistance 
from  the  City  Attorney’s  Office.  The  consulting  firm  hired  to  prepare  development 
plans  appears  to  have  undue  control  over  project  direction,  both  because  the 
Project  Manager  lacks  real  estate  development  expertise  and  because  of 
inadequate  policy  review  by  high  level  SFWD,  PUC  and  City  appointed  and  elected 
officials.  The  contract  with  the  consultant  has  grown  from  an  original  fee  of 
$323,000,  through  four  contract  modifications,  to  a current  total  of  $2,095,058. 
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Project  direction  should  balance  maximization  of  profits  to  the  City  with  pursuing 
the  public  interest  in  an  inter-jurisdictional  context.  A fully  informed  advisory 
committee,  staffed  by  key  City  officials  appointed  by  the  General  Manager  of  the 
PUC,  should  provide  input  on  strategic  development  choices.  Absent  sufficient 
commitment  on  the  part  of  the  City’s  officials  to  participate  in  such  a development 
project,  only  then  should  the  City  take  steps  to  sell  the  property  to  a private 
developer  as  soon  as  a development  agreement  is  signed  with  Alameda  County. 

The  current  Project  Manager  is  starting  to  institute  better  invoicing  requirements 
and  expects  to  start  regular  reporting  to  the  General  Managers  of  the  SFWD  and 
the  PUC.  In  late  January  1993  the  Director  of  the  Mayor’s  Office  of  Housing  was 
assigned  to  serve  as  a project  liaison  with  the  Mayor’s  Office.  A private  real  estate 
developer  will  be  retained  to  provide  peer  review  of  project  plans  and  strategies. 
These  steps  are  helpful,  but  inadequate  to  insure  that  the  City’s  financial  and 
policy  interests  will  be  well-served  and  that  there  is  independent  evaluation  of 
consultant  recommendations. 

Difficult  negotiations  are  now  required  with  local  authorities  as  well  as, 
eventually,  with  a private  developer.  The  existing  project  team,  consisting  of  the 
Project  Manager  (the  SFWD  Customer  Services  Manager),  a Deputy  City 
Attorney,  and  the  contract  consultant,  should  operate  with  the  input  of  an 
advisory  committee  that  would  make  greater  development  experience  available  to 
the  project  team  from  within  the  City,  and  make  higher  level  officials  more 
involved  in  strategic  decision-making. 

The  project’s  history  suggests  that  there  has  not  been  sufficient  interest  at  the 
level  of  PUC  administration  or  the  Mayor’s  Office  to  provide  consistent  direction 
for  the  endeavor,  despite  over  $2  million  in  expenditures  from  the  SFWD  capital 
budget.  If  senior  City  officials  cannot  find  the  time  to  participate  actively  on  such  a 
steering  committee,  the  SFWD  should  turn  the  property  over  to  the  Department  of 
Real  Estate  (DRE)  for  sale  as  soon  as  a development  agreement  is  signed,  (the 
property  will  be  much  more  valuable  with  a development  agreement  than  it  is 
now.)  Such  a course  of  action  would  result  in  lower  revenues  to  the  City  in  present 
value,  but  the  City  should  not  assume  the  financial  and  political  risks  of  a 
development  project  of  this  scale  and  nature  without  providing  adequate 
oversight. 

Section  III. 3:  Peninsula  Watershed  Fire  Protection 

Because  of  the  fire  hazard  potential,  the  SFWD  should  maintain  and  improve  fire 
breaks  in  the  peninsula  watershed  and  expand  its  program  of  removing  growth 
which  has  accumulated  as  a flammable  fuel.  The  SFWD  should  prepare  an 
explicit  fire  management  plan  for  the  watershed  including  a detailed  budget  for 
consideration  by  the  Board  of  Supervisors. 
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An  explicit  fire  management  plan  will  cost  approximately  $35,000.  Am  effective 
peninsula  watershed  fire  protection  project  will  reduce  the  threat  of  fire  to  the 
surrounding  communities,  the  City’s  water  supply,  and  the  watershed’s  rare  and 
endangered  plants  and  animals. 

Section  III. 4 : Contract  Management 

The  SFWD  (SFWD)  spends  over  $4  million  annually  for  professional  services 
contracts,  but  lacks  sufficient  contract  management  procedures  to  provide 
adequate  financial  and  administrative  controls  over  contractors.  The  Budget 
Analyst  reviewed  contract  management  procedures  and  performed  a detailed 
review  of  six  large  contracts  involving  the  expenditure  of  $14  million  over  multiple 
years. 

Based  on  this  review,  we  found  that  the  SFWD:  1)  has  paid  consultants  for 
excessive  or  unauthorized  charges,  such  as  fringe  benefit  costs  in  excess  of  64 
percent  and  unnecessary  travel  expenses  amounting  to  $3,000  on  one  $26,000 
subcontract;  2)  has  inefficiently  contracted  with  subconsultants  resulting  in 
unnecessary  administrative  charges  paid  amounting  to  $80,000;  3)  has 
inconsistently  authorized  administrative  charges  amounting  to  at  least  $57,000; 
and  4)  has  inadequately  evaluated  the  cost  efficiency  of  using  civil  service 
employees  instead  of  consultants.  Based  upon  a sample  of  six  contracts, 
representing  expenditures  of  approximately  $14  million,  it  is  estimated  that  these 
excessive  or  unauthorized  costs  have  totaled  $140,000. 

The  Budget  Analyst’s  review  found  a lack  of  cost  details  for  contract  modifications 
and  subconsultant  billings.  Although  the  original  dollar  amount  for  all  existing 
SFWD  professional  services  contracts  was  approximately  $9.4  million,  contract 
modifications  in  excess  of  $14.5  million  or  nearly  153  percent  in  excess  of  the 
original  contract  amounts,  have  been  issued,  for  a total  of  approximately  $24 
million.  In  addition,  the  level  of  supporting  documentation  for  contract 
modifications  is  not  sufficient.  Instances  were  identified  where  only  lump  sum 
tasks  and  the  percentage  of  the  contract  that  would  be  applied  to  subconsultants  is 
identified.  In  addition,  the  contracts  did  not  indicate  what  information  is  to  be 
specified  on  consultant- submitted  invoices.  Therefore,  when  invoices  are  received 
by  the  SFWD,  there  is  no  way  to  assess  the  appropriateness  of  the  subconsultant 
charges,  or  assess  whether  these  subconsultant  charges  are  consistent  with  the 
contractual  agreement.  Therefore,  more  emphasis  should  be  placed  on  cost 
efficiency  when  negotiating  and  entering  into  contracts. 

We  also  found  examples  of  inconsistent  administrative  charges.  Charges  by  the 
prime  consultant  for  administration  of  subconsultants  have  ranged  from  0 to  10 
percent.  For  instance,  one  contract  with  Montgomery- Watson  (formerly  James  M. 
Montgomery)  charged  a ten  percent  administrative  fee  for  subconsultants.  If  a 
five  percent  administrative  charge  had  been  applied  to  the  contract,  as  negotiated 
on  a similar  contract  with  Camp,  Dresser  & McKee,  the  subconsultant 
administrative  charges  of  $145,400  would  have  been  reduced  by  approximately 
$72,700  or  50  percent.  In  addition,  none  of  the  consultants  have  adequately 
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justified  the  costs  that  would  be  covered  with  the  administrative  fee,  and  none  of 
the  contracts  require  the  consultant  to  show  actual  costs  incurred  for  the 
subconsultant  administration. 

Another  contract  contained  a six  percent  administrative  fee  for  the  consultant’s 
out-of-pocket  expenses,  although  there  was  no  justification  for  this  charge  or  any 
requirement  for  the  consultant  to  demonstrate  the  actual  costs  incurred.  Because 
of  a lack  of  documentation,  the  total  amount  of  administrative  fees  paid  for  out-of- 
pocket  expenses  cannot  be  determined.  In  addition,  another  contract  included 
approximately  $60,000  in  contingency  costs,  for  a $638,000  contract,  in  addition  to  a 
15  percent  profit  charge,  with  no  justification  as  to  why  a contingency  was 
required  for  a professional  services  contract.  By  consistently  applying  similar  fees 
in  contracts,  the  SFWD  would  ensure  that  the  most  cost  efficient  services  have 
been  achieved.  In  addition,  consistently  applying  fees  would  provide  project 
managers  with  sufficient  policies  in  order  to  perform  effective  contract 
negotiations  in  the  future. 

The  implementation  of  improved  contract  management  procedures  would  ensure 
that  the  SFWD  receives  the  most  cost  efficient  services  and  would  ensure  that 
excessive  and  unauthorized  charges  would  be  avoided  in  the  future. 

Independent  Engineering  Review  of  Maintenance  and  Operations  Staffing 

At  the  request  of  the  SFWD,  the  Budget  Analyst  utilized  an  independent 
engineering  consulting  firm,  R.W.  Beck  and  Associates  to  perform  an 
assessment  of  the  Water  Department’s  staffing  levels  in  the  two  operating 
divisions  (City  Distribution  and  Water  Supply  and  Treatment)  including  Water 
Treatment  Plant  operations.  The  two  reports  resulting  from  this  assessment  may 
be  found  in  Appendix  I and  Appendix  II  to  this  report. 

With  regard  to  maintenance  and  operations  staffing,  the  consultant  found  that 
the  staffing  levels  of  the  Water  Supply  and  Treatment  Division  and  the  City 
Distribution  Division  are  generally  in  line  with  industry  standards.  The  San 
Francisco  Water  Department  was  compared  to  other  Water  Districts  in  the  United 
States  with  similar  configurations  and  operating  characteristics. 

While  this  benchmark  analysis  showed  that  the  SFWD  is  not  overstaffed,  the 
Budget  Analyst  notes  that  improvements  should  be  made  to  preventive 
maintenance  and  replacement  planning  in  order  to  enhance  productivity  and  to 
permit  evaluation  of  staffing  requirements  for  maintenance  and  operations. 

The  engineering  report  on  Water  Treatment  Plant  staffing  specifically  reviewed 
staffing  levels  for  treatment  plants  of  a similar  size  and  capacity  as  the  two 
operated  by  the  SFWD.  This  report  showed  that,  in  contrast  to  other  similar  water 
treatment  plants,  the  SFWD  operated  with  significantly  fewer  personnel.  This 
report  was  utilized  by  the  Budget  Analyst  in  reviewing  a SFWD  supplemental 
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appropriation  request  for  new  treatment  plant  positions  during  the  1993-94  fiscal 
year.  The  new  positions,  which  were  recommended  by  the  Budget  Analyst  and 
approved  by  the  Board  of  Supervisors,  were  necessary  in  order  for  the  SFWD  to 
meet  Environmental  Protection  Agency  requirements  for  issuance  of  a filtration 
waiver.  As  explained  earlier,  continuance  of  this  waiver  is  critical  to  the 
avoidance  of  a significant  financial  liability  to  the  City. 


Based  on  these  findings,  the  Budget  Analyst  has  developed  the  following 
recommendations. 

Section  1.1:  Customer  Services  Staffing 

The  Budget  Analyst  recommends  that  the  SFWD  Customer  Services  Division 
should: 

1.1.1.  Reduce  the  number  of  Water  Services  Clerks  by  2.00  full-time 
equivalents. 

1.1.2.  Increase  the  existing  productivity  standards  for  water  services  clerks  to 
reflect  time  that  is  actually  required  to  open  and  close  customer 
accounts. 

Section  1.2  : Customer  Services  Work  Order  Efficiency 

The  Budget  Analyst  recommends  that  the  SFWD  Customer  Services  Division 
should: 

1.2.1.  Eliminate  all  “verify  read”  work  orders  and  eliminate  one  corresponding 
full-time  equivalent  Water  Services  Inspector. 

1.2.2.  Use  Meter  Readers  instead  of  Water  Services  Inspectors  to  perform 
certain  work  orders  including  getting  meter  reads,  checking  the  meter 
reads  for  new  accounts,  posting  48-hour  delinquent  billing  notices,  and 
collecting  payments.  Delete  four  Water  Services  Inspectors  and  add  four 
Meter  Reader  positions  for  these  activities. 

Section  1.3:  Field  Services  Productivity 

The  Budget  Analyst  recommends  that  the  SFWD  Customer  Services  Division 
should: 

1.3.1.  Develop  a comprehensive  reporting  system  for  completed  work  orders, 
and  discontinue  the  practice  of  reporting  completed  work  orders  using 
weighted  average  standards. 


BOARD  QF  SUPERVISORS 
Budget  Analyst 


Honorable  Annemarie  Conroy 

and  Each  Member  of  the  Board  of  Supervisors 

June  6,  1994 

Page  15 

1.3.2.  Increase  the  number  of  meters  assigned  to  Meter  Readers  and  reduce 
the  number  of  Meter  Readers  by  2.00  full-time  equivalent  positions. 

1.3.3.  Reduce  the  number  of  Water  Services  Inspectors  assigned  to  the 
waterfront  district  by  1.00  full-time  equivalent  position. 

1.3.4.  Implement  productivity  standards  for  the  Waterfront  District. 

1.3.5.  Re-allocate  swing  shift  meter  reading  staff  to  perform  meter  reading  for 
the  district. 

1.3.6.  Require  that  meter  reading  in  this  district  be  computerized  consistently 
with  all  other  districts. 

1.3.7.  Monitor  and  enforce  all  existing  sick  leave  and  floating  holiday  policies. 

Section  1.4  : Maintenance  and  Service  of  SFWD  Vehicles 

The  Budget  Analyst  recommends  that  the  SFWD  should: 

1.4.1  Develop  and  implement  automotive  policies  and  procedures  that  govern 
the  operations  and  activities  of  the  two  auto  shop  facilities; 

1.4.2  Maintain  complete  and  accurate  records  for  each  vehicle  that  describes 
fully  the  services  and  repairs  performed; 

1.4.3  Develop  a personnel  tracking  system  that  identifies  the  time  spent  by 
each  automotive  mechanic  on  completing  the  repair  and  servicing  of 
departmental  vehicles; 

1.4.4  Implement  an  inventory  control  system  that  assures  an  independent 
accounting  of  auto  parts  and  supplies  by  the  warehouse  staff. 

Section  1.5:  Leasing  Hydrant  Water  Meter  Devices  To  Contractors 

The  Budget  Analyst  recommends  that  the  SFWD  should: 

1.5.1  Revise  the  current  monthly  fee  schedule  for  the  leasing  of  its  three  inch 
hydrant  water  meter  to  reflect  that  it  is  a turbine  class  water  meter 
rather  than  a disc/compound  water  meter.  This  revision  requires  the 
addition  of  a new  fee  charge  for  a three  inch  turbine  water  meter. 

1.5.2  Implement  a penalty  fee  in  contractual  agreements  with  contractors 
which  lease  hydrant  meters  by  assessing  $100.00  for  each  month  that  the 
contractor  does  not  comply  with  the  reporting  requirements  of  the 
contract. 
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I. 5.3  Prepare  written  procedures  that  direct  the  duties  and  responsibilities  of 

the  City  Distribution  Division  meter  shop  and  the  Customer  Services 
Division  customer  accounts  which  detail  the  steps  to  administer 
contracts  to  lease  hydrant  water  meter  devises  and  to  oversee  the  billing 
and  payment  of  fees  process. 

Section  II.  1:  Training  and  Procedures  Manuals 

The  Budget  Analyst  recommends  that  the  SFWD  General  Manager: 

II.  1.1  Implement  a program  for  developing  comprehensive  plans  to  train  the 

three  operating  divisions’  employees  with  special  emphasis  on 
supervisory  training. 

II.  1.2  Initiate  procedures  that  will  assure  the  development  and  continued 
review  of  a policies  and  procedures  manual  for  the  Water  Supply  And 
Treatment  Division. 

Section  II. 2:  Preventive  Maintenance  and  Replacement  Planning 

The  Budget  Analyst  recommends  that  the  SFWD  General  Manager  place  a high 
priority  on  fully  implementing  the  Maintenance  Management  System  capabilities 
not  currently  being  used  such  as: 

11. 2.1  The  development  of  detailed  work  standards; 

1 1. 2. 2 The  implementation  of  preventive  maintenance  procedures; 

1 1. 2. 3 Work  analysis  information  and  methods;  and 

1 1. 2. 4 Capital  replacement  requirements  information. 

Section  II. 3:  Comprehensive  Master  Planning 

11. 3.1  The  Budget  Analyst  recommends  that  the  Public  Utilities  Commission 
direct  its  SFWD  General  Manager  to  develop  a comprehensive  master 
plan  for  the  water  supply  and  treatment  system. 

Section  II. 4:  Water  Quality  Laboratory 

The  Budget  Analyst  recommends  that  the  SFWD  General  Manager: 

11. 4.1  Structure  the  water  quality  laboratory’s  quality  assurance  and  control 
procedures  to  assure  that  its  sampling  and  testing  procedures  are 
correctly  performed  and  the  results  accurately  reported. 

11. 4. 2 Install  a bar-code  sample  tracking  system. 
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II.  4. 3 Transfer  water  quality  operations  away  from  the  laboratory  operation  by 

consolidating  the  filtration  avoidance  project  with  the  water  quality 
engineering  and  cross  connection  control  functions. 

Section  III.l  : Land  Management 

The  Budget  Analyst  recommends  that  the  SFWD  Land  Section  should: 

III.  1.1  Develop  a comprehensive  inventory  of  property  in  conjunction  with 

Geographic  Information  System  mapping,  listing  specific  sites  that 
have  leasing  potential  by  parcel  number,  location,  acreage,  site 
characteristics  and  likely  tenant  types.  The  inventory  should  also 
include  property  currently  under  lease  and  identify  potentially  surplus 
property. 

III.  1.2  Expose  all  available  property  to  the  market  by: 

(1)  providing  copies  of  the  inventory,  as  well  as  notice  of  specific  leases 
up  for  renewal,  to  active  local  real  estate  brokers  and  county  planning 
officials; 

(2)  maintaining  lists  of  all  property  inquiries,  and  informing  interested 
parties  that  outside  bids  will  be  accepted  prior  to  renewal  of  an  existing 
lease; 

(3)  purchasing  occasional  newspaper  advertisements  to  list  properties 
with  greatest  lease  potential. 

III.  1.3  Accept  lease  bids  in  all  cases  where  more  than  one  interested  party  can 
be  identified. 

III.  1.4  Inform  the  Mission  Valley  Rock  Quarry  that  amendment  of  the  existing 
lease  to  provide  the  SFWD  with  reimbursement  for  land  assessments  is 
a condition  of  leasing  any  additional  property  from  the  SFWD. 

III.  1.5  Work  with  the  City  Attorney's  office  to  draft  a PUC  resolution  that  would 
clearly  define  the  conditions  under  which  a permit  in  lieu  of  a lease 
should  be  issued,  and  grant  the  General  Manager  of  the  SFWD  the 
authority  to  execute  leases  or  permits  that  involve  a monthly 
consideration  of  $1,000  or  less. 

III.  1.6  Identify  high  priority  leases  and  permits  for  regular  inspection 
regarding  compliance  with  lease/permit  terms.  Inspect  directly  or 
summarize  contract  terms  and  obtain  cooperation  from  operations 
personnel  to  cany  out  inspections. 

The  SFWD  Land  Adjustments  Task  Force  should: 
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III.  1.7  Prepare  lists  of  potentially  surplus  property,  as  identified  in  a property 
inventory  for  prompt  referral  to  the  General  Manager  and  the  PUC. 

The  PUC  should: 

III.  1.8  Consider  adding  an  entry  level  4142  senior  real  property  officer  to  permit 
the  land  section  to  implement  the  above  recommendations. 

The  Board  of  Supervisors  should: 

III.  1.9  Consider  designating  revenues  from  sale  of  surplus  SFWD  land  for  use 
in  watershed  property  acquisition  by  the  SFWD. 

Section  III, 2 ; Management  of  Pleasanton  Development  Project 

The  General  Manager  of  the  PUC  should: 

11 1. 2.1  Establish  a Pleasanton  Lands  Project  Advisory  Committee.  Membership 
should  include  the  Chief  Administrative  Officer,  the  General  Manager 
of  the  PUC,  senior  staff  of  the  Controller’s  Office  and  the  Planning 
Department,  an  experienced  representative  from  one  of  the  City 
agencies  that  does  real  estate  development,  such  as  the  Port,  and  a 
representative  from  the  Mayor’s  office. 

The  Board  of  Supervisors  should: 

1 1 1. 2. 2 Direct  the  SFWD  to  turn  the  property  over  to  the  Department  of  Real 
Estate  for  sale  as  soon  as  a development  agreement  is  signed  if  the 
Lands  Project  Advisory  Committee  cannot  be  staffed  with  the 
appropriate  administrators. 

The  Pleasanton  lands  Project  Manager  in  the  SFWD  should: 

111. 2. 3 Convene  the  Lands  Project  Advisory  Committee  for  semi-monthly 
meetings,  and  provide  detailed  briefings  of  project  progress  and  issues. 
The  Project  Manager  should  bring  all  substantive  matters  of  policy  or 
strategy  to  the  Lands  Project  Advisory  Committee  for  their  input. 

The  Pleasanton  Lands  Project  Advisory  Committee  should: 

111. 2. 4 Provide  quarterly  project  progress  reports  to  the  Public  Utilities 
Commission  and  the  Board  of  Supervisors. 

111. 2. 5 Bring  all  major  policy  choices  to  the  PUC  and  the  Board  of  Supervisors. 

Section  III.3:  Peninsula  Watershed  Fire  Protection 
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1 1 1. 3.1:  The  SFWD  General  Manager  should  include  funding  for  an  explicit  fire 

management  plan  in  the  SFWD’s  FY  1994-95  budget. 

1 1 1. 3. 2:  The  SFWD  General  Manager,  when  the  fire  management  plan  has  been 

completed  including  a detailed  budget,  should  include  a peninsula 
watershed  fire  protection  project  priority  as  a capital  project  in  the 
recommended  master  plan. 

Section  III .4  : Contract  Management 

The  SFWD  should: 

111. 4.1  Establish  contract  management  procedures  that  a)  require  adequate  cost 
details  to  be  included  in  original  contracts  and  contract  modifications,  b) 
provide  a consistent  framework  for  evaluating  the  appropriate  use  of 
consultants,  consultant  charges  and  a basis  for  contract  modifications. 

111. 4. 2 Determine  the  full  extent  of  unauthorized  charges  and  seek 
reimbursement  from  consultants  if  appropriate. 

11 1. 4. 3 Establish  an  extensive  list  of  as-needed  consultants  and  consult  directly 
with  subconsultants,  rather  than  allowing  prime  consultants  to  retain 
the  subconsultants. 

111. 4. 4 Establish  a procedure  for  identifying  the  appropriate  use  of  consultants 
versus  civil  service  employees. 

Major  Accomplishments  and  Acknowledgments 

A management  audit  is  a collaborative  effort.  Management  audit  staff  must 
rely  heavily  on  the  cooperation  and  contributions  of  management  and  key 
personnel  within  the  organization  under  review.  The  Budget  Analyst  is  grateful 
to  SFWD  General  Manager  John  Mullane  and  each  of  his  management  staff  and 
Department  personnel  who  we  worked  with  on  this  project. 

An  objective  of  a management  audit  is  to  identify  deficiencies  and 
opportunities  for  improvement.  A report  such  as  this  therefore  emphasizes 
problem  areas  and  solutions.  However,  the  accomplishments  of  the  SFWD  should 
not  be  overlooked.  While  we  found  many  such  accomplishments  during  our 
review,  not  all  can  be  described  in  detail.  Some  of  the  most  notable 
accomplishments  are: 

• The  SFWD  has  obtained  a waiver  from  filtration  requirements  from 
the  Environmental  Protection  Agency  and  has  so  far  avoided  the 
mandate  and  financial  liability  of  constructing  a new  filtration  and 
water  treatment  plant.  The  cost  of  constructing  a new  plant  could 
range  from  $350  to  $500  million,  with  annual  operating  costs  and  debt 
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service  of  $47  to  $64  million.  The  Department  has  also  formulated 
plans  for  future  activities  necessary  to  sustain  the  waiver. 

Despite  a 1993-94  revenue  shortfall  of  approximately  $4.9  million 
caused  by  lower  than  projected  water  consumption  in  the  first  non- 
drought year  since  1987,  the  SFWD  succeeded  in  reducing  its 
spending  significantly  and  will  complete  this  fiscal  year  with  a 
surplus  of  approximately  $5.1  million.  This  surplus  was  used  as  a 
source  of  funds  for  the  upcoming  1994-95  fiscal  year. 

The  SFWD  has  initiated  discussions  with  it  suburban  customers  over 
key  provisions  of  the  1984  settlement  agreement.  A successful 
resolution  of  this  negotiation  can  improve  the  SFWD’s  ability  to  plan 
and  finance  future  capital  improvements. 


Written  Response  of  the  San  Francisco  Water  Department 

The  San  Francisco  Water  Department  has  conducted  an  extensive  review  of  this 
management  audit  report.  Their  written  response  is  appended  to  this  report, 
beginning  on  page  110. 

Although  the  SFWD  agrees  with  much  of  the  report’s  conclusions  and 
recommendations,  some  disagreement  remains.  The  Budget  Analyst  has 
annotated  the  SFWD  response,  indicating  additional  comments  where  the  Budget 
Analyst  believes  it  is  necessary  to  respond  to  the  SFWD  written  response.  These 
additional  comments  can  be  found  beginning  on  page  122. 
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Introduction 


At  the  direction  of  the  Board  of  Supervisors,  the  Budget  Analyst  has 
conducted  a management  audit  of  the  San  Francisco  Water  Department  (referred 
to  throughout  this  report  as  SFWD  or  Water  Department). 

Management  Audit  Scope  and  Procedures 

The  scope  of  the  management  audit  included  the  following  major  tasks  and 
activities: 

• A survey  of  SFWD  organization  and  management  responsibilities; 

• A compilation  and  analysis  of  a ten-year  SFWD  financial  profile; 

• An  engineering  review  and  benchmark  analysis  of  maintenance  and 
operations  staffing  including  treatment  plant  and  water  quality  operations  ; 

• A review  of  Department  budgetary  control  procedures  and  results; 

• A detailed  review  of  customer  services  productivity  and  staffing,  field  services 
productivity  and  staffing,  maintenance  of  vehicles  and  equipment,  and  the 
water  conservation  program; 

• Detailed  reviews  of  the  Land  Management  Section,  watershed  protection  and 
contract  management  practices; 

• Reviews  of  Water  quality  processes;  preventive  maintenance  and  replacement 
planning,  comprehensive  master  planning  and  a review  of  major  information 
systems  development  projects. 

In  order  to  fulfill  the  scope  of  the  management  audit  described  above,  the 
following  procedures  were  employed: 

• Interviews  with  key  management,  supervisory  and  technical  personnel  within 
the  Department  so  as  to  understand  the  purpose  and  scope  of  responsibilities 
and  procedures  employed  to  attain  goals  and  objectives; 

• Observation  of  Department  personnel  in  the  performance  of  their  duties  and 
responsibilities; 

• Compilation  and  analysis  of  data  and  information  of  both  a financial  and 
operational  nature  pertaining  to  revenues,  expenditures,  service  delivery, 
workload,  staffing,  capital  and  technical  requirements; 

• Engagement  of  an  independent  engineering  consultant  and  evaluation  of 
technical  issues  including  maintenance  and  operations  staffing  levels  and 
practices; 

• Formulation  of  conclusions  regarding  the  SFWD’s  strengths  and  opportunities 
for  improvement; 

• Development  and  review  of  recommendations  and  potential  benefits  to  reduce 
expenditures,  increase  revenues,  achieve  operational  efficiencies,  and  improve 
management  practices. 
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Description  of  San  Francisco  Water  Department  Organization 

The  organization  chart  on  the  following  page  provides  an  overview  of  the 
San  Francisco  Water  Department.  SFWD  services  are  delivered  primarily  by  the 
City  Distribution  Division  and  the  Water  Supply  and  Treatment  Division.  The  City 
Distribution  Division  is  responsible  for  maintenance  and  operation  of  retail  water 
service  delivery  in  the  City  and  County  of  San  Francisco.  Water  is  delivered  on  a 
retail  basis  to  approximately  168,000  active  services  (i.e.  metered  accounts) 
through  1,250  miles  of  water  mains  (pipelines).  The  City  Distribution  Division  has 
201  budgeted  positions  and  52  bond- funded  or  project  positions. 

The  Water  Supply  and  Treatment  Division  is  responsible  for  transportation, 
storage  and  treatment  of  water  delivered  by  the  Hetch  Hetchy  Department  of 
Water  and  Power,  and  sometimes  other  sources,  to  the  SFWD.  Besides  the  water 
pipelines,  this  Division  is  responsible  for  maintenance  and  operation  of  five 
reservoirs  in  the  East  Bay  and  on  the  Peninsula,  and  two  water  treatment  plants. 
The  Division  provides  wholesale  water  deliveries  to  thirty  suburban  water 
districts.  The  Division  is  also  responsible  for  maintaining  a total  watershed  of  95 
square  miles  (61,000  acres)  including  three  hundred  miles  of  roads  and  68  miles 
of  reservoir  shoreline  on  the  Peninsula  and  in  Alameda  County.  The  two  water 
treatment  plants,  located  in  Alameda  County  and  on  the  Peninsula,  are  capable  of 
processing  340  million  gallons  of  water  per  day,  but  usually  do  not  operate  at  over 
230  million  gallons  of  water  treatment  per  day.  The  Water  Supply  and  Treatment 
Division  has  207  positions. 

The  Water  Quality  Division  monitors  water  quality  to  insure  conformance 
with  State  and  Federal  Standards.  This  Division  operates  a water  quality 
laboratory  and  performs  water  quality  engineering  functions  as  well  as 
managing  cross  connections  that  blend  water  from  multiple  sources.  This 
Division  has  24  positions. 

The  Hetch  Hetchy  Filtration  Project  is  a special  project  team  that  has  been 
established  to  identify  and  implement  water  quality  controls  and  improvements 
with  the  goal  of  avoiding  the  need  to  site  and  construct  a water  filtration  and 
treatment  facility  for  Hetch  Hetchy  water  entering  the  system.  Unless  water 
quality  improvements  and  safeguards  are  implemented  and  sustained  by  the  San 
Francisco  SFWD  and  Hetch  Hetchy,  the  Environmental  Protection  Agency  (EPA) 
may  require  an  additional  filtration  plant  in  order  to  comply  with  Federal  Safe 
Drinking  Water  Act  standards. 

The  potential  financial  liability  of  a new  plant  is  significant.  Construction 
costs  could  approach  $500  million  and  annual  operating  costs  and  debt  service 
would  range  from  an  estimated  $47  million  to  $64  million,  a possible  increase  of 
66%  of  the  SFWD’s  annual  operating  and  capital  budget  in  1993-94  of  $97  million. 
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The  SFWD  obtained  a waiver  from  the  Federal  filtration  requirement  in 
September,  1993.  The  waiver  was  conditioned  on  implementation  of  improvements 
to  water  quality  testing  and  treatment  plant  staffing  that  were  added  to  the 
SFWD’s  budget  through  a supplemental  appropriation  approved  by  the  Board  of 
Supervisors  in  March,  1994.  The  EPA  will  continuously  monitor  and  evaluate 
Hetch  Hetchy’s  and  SFWD’s  compliance  with  Safe  Drinking  Water  Act  standards 
in  order  for  the  filtration  waiver  to  continue.  Although  the  filtration  waiver  has 
been  obtained  and  is  now  in  effect,  the  Hetch  Hetchy  Filtration  Project  staff 
continues  to  perform  necessary  studies  and  evaluations  to  assure  continued 
compliance.  The  project  currently  operates  with  a staff  of  six. 

The  Customer  Services  Division  provides  customer  services  related  to  retail 
water  delivery  in  the  City  and  County  of  San  Francisco,  and  manages  all  retail 
and  wholesale  water  billings  and  collections.  Besides  collections  for  water 
accounts,  the  Division  also  handles  collections  of  sewer  service  charges,  which 
are  based  on  water  usage  and  billed  to  retail  customers  as  part  of  their  Water 
bills.  The  Division  handles  collection  of  $94  million  in  water  billings  and  $118 
million  in  sewer  service  charges  annually.  Currently,  the  Division  has  95 
employees. 

Planning,  policy  direction  and  overall  administration  of  the  Department 
are  managed  by  the  General  Manager  and  Deputy  General  Manager  with  support 
from  the  administrative  sections  of  Budget  and  Water  Rate  Administration, 
Regulatory  and  Environmental,  and  Resources  and  Planning.  The  Resources  and 
Planning  section  manages  a Water  Conservation  staff.  Also  supporting  the 
General  Manager  and  respective  Division  managers  is  the  Land  Management 
Section,  responsible  for  administration  of  leases  of  SFWD  properties. 

Financial  Overview 

As  part  of  this  management  audit,  the  Budget  Analyst  compiled  a ten  year 
history  of  San  Francisco  Water  Department  revenues  and  expenditures.  Our 
purpose  in  doing  so  was  two-fold.  One  of  our  audit  tasks  included  the  examination 
of  the  SFWD’s  management  effectiveness  in  controlling  expenditures  within 
budgeted  appropriations  and  actual  revenues. 

Because  the  SFWD  operates  as  an  Enterprise  Fund,  it  must  be  self- 
supporting.  The  SFWD  must  support  its  expenditures  with  its  separate  revenues, 
primarily  the  sale  of  water  to  retail  and  suburban  wholesale  customers.  Sale  of 
water  revenues  can  be  subject  to  extreme  variability  due  to  water  availability  and 
the  need  to  conserve  water  through  water  conservation  incentives  or  mandatory 
water  rationing  programs.  It  is  therefore  critical  that  the  SFWD  monitor  its 
actual  revenue  production  continuously  in  order  to  assure  that  expenditures  are 
held  within  available  sources  of  income. 
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Our  second  objective  in  performing  this  analysis  was  to  identify  trends  that 
would  enable  forecasts  of  future  revenue  requirements  and  the  resulting  impact 
on  water  rates  charged  to  the  SFWD’s  retail  and  wholesale  customers  in  future 
years. 


The  table  on  the  following  page  provides  a financial  profile  of  the  SFWD’s 
revenues  and  expenditures  for  the  ten  year  period  covering  Fiscal  Year  1983-84 
through  1992-93.  Using  this  baseline  financial  data,  and  more  detailed  budgetary 
data  for  department  expenditures  at  the  division  and  sub-object  levels,  we 
determined  that  the  San  Francisco  Water  Department  performs  effectively  in 
controlling  its  expenditures  within  budgeted  appropriations  and  within  actual 
revenues.  As  noted  above,  recent  trends  of  decreased  water  consumption  has 
resulted  in  significantly  reduced  revenues.  This  condition  manifested  itself  most 
seriously  in  1990-91  when  the  combination  of  depleted  financial  reserves  and 
revenue  shortfalls,  due  to  decreased  water  consumption  by  customers,  forced  the 
Department  to  “de-obligate”  approximately  $19.5  million  in  previously  approved 
and  funded  capital  improvement  projects,  in  order  to  balance  its  budget  by  the  end 
of  the  fiscal  year. 

The  effect  of  lowered  water  consumption  on  revenues  and  rates  has  been 
significant  in  recent  years.  The  California  drought  has  necessitated  conservation 
and  mandatory  rationing. 

Even  after  drought  conditions  have  ceased,  the  established  habits  of  water 
users  have  resulted  in  continued  conservation  which  further  impacts  revenues 
and  creates  upward  pressures  on  water  rates.  The  proposed  water  rates  for  1994- 
95,  which  are  before  the  Board  of  Supervisors  as  of  the  writing  of  this  report, 
recommend  an  overall  increase  of  approximately  14.6%  for  City  retail  customers. 
Water  consumption  by  retail  customers  is  presently  at  77.5%  of  pre-drought  levels, 
even  though  the  drought  was  declared  over  in  February,  1993.  If  consumption 
were  at  100%  of  pre-drought  levels,  the  SFWD  would  earn  approximately  $22 
million,  or  17%  greater  total  revenues,  in  1994-95.  If  consumption  levels  were  at 
the  100%  pre-drought  level,  no  retail  rate  increase  would  be  necessary  for  City 
residents  in  1994-95,  and  the  SFWD  would  still  realize  approximately  $10  million 
more  in  revenue  than  is  now  projected. 

In  reality  however,  conservation  of  water  is  needed,  and  has  become  an 
established  policy  of  the  Board  of  Supervisors.  Specific  conservation  measures, 
such  as  low-flow  plumbing  fixtures  for  all  City  residences  and  commercial 
accounts,  are  now  mandated  by  City  ordinance. 

1993-94  has  turned  into  a dry  year,  reportedly  the  eighth  driest  year  in  the 
know  water  history  of  California.  Although  Hetch  Hetchy’s  stored  water  supply 
continues  at  higher  than  average  levels,  another  dry  year  in  1994-95  may  cause 
consideration  of  a return  to  water  rationing. 
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Operating  and  Capital  Cost  Trends 

In  reviewing  the  SFWD’s  ten  year  financial  profile,  the  Budget  Analyst 
found  that  operating  costs  for  administration,  operations  and  maintenance  of  the 
Department  (exclusive  of  water  purchases  from  Hetch  Hetchy  and  other  sources), 
grew  at  only  3.85%  annually,  lower  than  the  average  rate  of  inflation  for  those 
years.  By  contrast,  the  SFWD’s  capital  improvement  and  facilities  maintenance 
costs,  including  debt  service  for  general  obligation  and  revenue  bonds  supporting 
further  capital  improvements  and  replacement,  grew  at  19.8%  annually  over  the 
same  period. 

The  chart  below  illustrates  the  comparison  in  growth  rates  between 
operating  and  capital  expenditures.  Much  of  the  SFWD’s  physical  plant,  such  as 
water  mains,  valves,  pipelines,  etc.,  is  over  seventy  years  old.  Based  on  water 
industry  trends  for  a system  of  this  age  and  the  Department’s  recent  experience, 
the  need  for  capital  spending  can  be  expected  to  continue  to  increase  significantly 
in  the  future. 


■ Operating  Expenditures  * □ Capital  Improvements,  Facilities 

Maintenance  and  Debt  Service 


Expenditures  in  Sthousands 


Fiscal  Year 


* Operating  costs  do  not  include  purchase  of  water  from  Hetch  Hetchy  or  other  sources 
or  indirect  costs. 

A key  finding  of  this  management  audit  report  addresses  the  SFWD’s 
absence  of  a long  range  capital  improvement  program  (see  Section  II. 3).  The 
management  audit  also  identified  many  specific  capital  improvement  and 
facilities  maintenance  projects  that  will  have  to  be  funded  in  the  near  future  (also 
discussed  in  Section  II. 3).  We  found  that,  without  a compilation  of  capital 


Board  of  Supervisors  Budget  Analyst 
7 


Introduction 


improvements  and  facilities  maintenance  requirements,  the  SFWD  can  make  no 
projection  of  future  costs,  revenue  requirements  and  rate  impacts.  Likewise, 
without  such  information,  an  evaluation  of  future  financing  alternatives  (such  as 
the  use  of  long  term  debt  financing  for  capital  improvements)  cannot  be 
performed. 

In  1990-91,  a five  year  financial  plan  was  proposed  by  the  Public  Utilities 
Commission,  and  approved  by  the  Board  of  Supervisors  during  the  water  rate 
review  process,  that  projected  regular  rate  increases  of  14  percent  for  five  years  to 
retail  customers  in  San  Francisco  and  suburban  areas.  The  financial  plan 
utilized  bond-funding  of  capital  projects  as  a rate  stabilizing  tool  to  give  customers 
a graduated  increase  in  rates.  Had  debt  financing  not  been  used,  rates  would  have 
had  to  increase  by  as  much  as  93%  in  a two  year  period.  Consequently,  base  rates 
for  retail  customers  increased  by  14%  annually  between  1990-91  and  1993-94. 

1994-95  will  be  the  last  year  of  the  financing  plan  introduced  and  approved 
in  1990.  This  management  audit  report  recommends,  in  Section  II. 3,  that  a long 
term  capital  improvement  plan  be  prepared  as  a source  of  critical  data  for  future 
facilities  planning,  financing  and  rate  requirements.  In  proposing  the  water  rate 
increases  for  1994-95,  the  SFWD  has  agreed  to  prepare  the  capital  improvement 
plan  and  a five  year  financing  plan. 

Effect  of  Report  Recommendations  on  Water  Rates 

The  SFWD  has  made  a commitment  to  prepare  a five  year  financial  plan, 
incorporating  a comprehensive  capital  improvement  plan,  during  the  1994-95 
Fiscal  Year.  The  Budget  Analyst  has  recommended  such  a capital  improvement 
plan  to  provide  the  information  needed  to  prepare  a long-term  financing  plan 
which  will  inform  the  Board  of  Supervisors  of  expected  rate  developments  over  a 
multi-year  period  and  allow  consideration  of  policy  alternatives. 

At  the  present  time,  the  SFWD  does  not  anticipate  a retail  rate  increase  in 
1995-96,  except  possibly  an  increase  to  cover  the  effects  of  inflation  or  unforeseen 
expenditure  requirements  due  to  regulatory  matters  or  extraordinary 
unanticipated  maintenance  and  repair  items. 

This  management  audit  has  identified  and  recommended  operating  cost 
savings  and  increased  revenues  in  the  amount  of  approximately  $672,000 
annually.  In  addition,  we  have  identified  additional  potential  savings  of  $165,300 
annually  that  should  be  possible  following  further  review  of  Automotive 
maintenance  staffing.  During  our  management  audit  review  of  the  Department’s 
current  and  proposed  Water  Conservation  program,  a pending  proposal  to 
increase  staffing  of  Water  Service  Inspectors  was  withdrawn  by  the  Department, 
thus  avoiding  future  costs  of  $287,000  annually.  Finally,  we  estimate  that 
improvements  to  contract  management  practices  can  save  at  least  $140,000 
annually.  The  total  amount  of  savings,  increased  revenues  and  potential  future 
savings,  plus  avoided  future  costs,  therefore  amount  to  $1,125  million  annually. 
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In  preparing  its  1994-95  budget,  the  SFWD  was  facing  a revenue  shortfall  of 
approximately  $1.8  million,  even  with  the  proposed  rate  increase  of  14.66%  for 
retail  customers.  In  order  to  close  that  gap,  the  Department  has  reduced  its 
budgeted  expenditures  through  implementation  of  many  of  the  recommendations 
of  this  management  audit  report  and  further  spending  reductions  identified  by 
Department  management.  Further,  as  stated  above,  the  Department  anticipates 
no  significant  retail  water  rate  increases  for  Fiscal  Year  1994-95  while 
implementing  recommendations  to  develop  a capital  improvement  plan  and  a five 
year  financing  plan. 

Summary  of  Technical  Engineering  Review 

At  the  request  of  the  San  Francisco  Water  Department,  the  Budget  Analyst 
engaged  an  independent  engineering  consulting  firm,  R.W.  Beck  and  Associates, 
to  perform  an  assessment  of  the  SFWD’s  operating  and  maintenance  staffing 
levels.  The  two  reports  resulting  from  this  assessment  can  be  found  in  Appendix  I 
and  Appendix  II  to  this  report. 

The  consultant  found  that  the  staffing  levels  of  the  Water  Supply  and 
Treatment  Division  and  the  City  Distribution  Division  are  generally  in  line  with 
industry  standards.  The  San  Francisco  Water  Department  was  compared  to  other 
Water  Districts  in  the  United  States  with  similar  operating  characteristics. 

While  this  benchmark  analysis  showed  that  the  SFWD  is  not  overstaffed, 
the  Budget  Analyst  notes  that  improvements  should  be  made  to  preventive 
maintenance  and  replacement  planning  in  order  to  enhance  productivity  and 
permit  evaluation  of  staffing  requirements  for  maintenance  and  operations.  (See 
Section  II. 2) 

The  engineering  report  on  Water  Treatment  Plant  staffing  specifically 
reviewed  staffing  levels  for  treatment  plants  of  a similar  size  and  capacity  as  the 
two  operated  by  the  SFWD.  This  report  showed  that,  in  contrast  to  other  similar 
Districts,  the  SFWD  operated  with  fewer  personnel.  This  report  was  used  by  the 
Budget  Analyst  in  reviewing  a SFWD  supplemental  appropriation  request  for  new 
treatment  plant  and  water  quality  positions  during  the  1993-94  fiscal  year.  The 
new  positions,  which  were  recommended  by  the  Budget  Analyst  and  approved  by 
the  Board  of  Supervisors,  were  necessary  in  order  for  the  SFWD  to  meet 
Environmental  Protection  Agency  requirements  for  issuance  of  a filtration 
waiver.  As  explained  earlier,  continuance  of  this  waiver  is  critical  to  the 
avoidance  of  a significant  future  financial  liability 
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Major  Accomplishments  and  Acknowledgments 

A management  audit  is  a collaborative  effort.  Management  audit  staff  must 
rely  heavily  on  the  cooperation  and  contributions  of  management  and  key 
personnel  within  the  organization  under  review.  The  Budget  Analyst  is  grateful 
to  SFWD  General  Manager  John  Mullane  and  each  of  his  management  staff  and 
Department  personnel  who  we  worked  with  on  this  project. 

An  objective  of  a management  audit  is  to  identify  deficiencies  and 
opportunities  for  improvement.  A report  such  as  this  therefore  emphasizes 
problem  areas  and  solutions.  However,  the  accomplishments  of  the  SFWD  should 
not  be  overlooked.  While  we  found  many  such  accomplishments  during  our 
review,  not  all  can  be  described  in  detail.  Some  of  the  most  notable 
accomplishments  are: 

• The  SFWD  has  obtained  a waiver  from  filtration  requirements  from 
the  Environmental  Protection  Agency  and  has  so  far  avoided  the 
mandate  and  financial  liability  of  constructing  a new  filtration  and 
water  treatment  plant.  The  cost  of  constructing  a new  plant  could 
range  from  $350  to  $500  million,  with  annual  operating  costs  and  debt 
service  of  $47  to  $64  million.  The  Department  has  also  formulated 
plans  for  future  activities  necessary  to  sustain  the  waiver. 

• Despite  a 1993-94  revenue  shortfall  of  approximately  $4.9  million 
caused  by  lower  than  projected  water  consumption  in  the  first  non- 
drought year  since  1987,  the  SFWD  succeeded  in  reducing  its 
spending  significantly  and  will  complete  this  fiscal  year  with  a 
surplus  of  approximately  $5.1  million.  This  surplus  was  used  as  a 
source  of  funds  for  the  upcoming  1994-95  fiscal  year. 

• The  SFWD  has  initiated  discussions  with  it  suburban  customers  over 
key  provisions  of  the  1984  settlement  agreement.  A successful 
resolution  of  this  negotiation  can  improve  the  SFWD’s  ability  to  plan 
and  finance  future  capital  improvements. 
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Section  I : Opportunities  to  Reduce  Expenditures  and  Achieve 
Operational  Efficiencies 

Section  1.1  : Customer  Services  Division  Staffing 

• IN  FY  1987-88  THE  SAN  FRANCISCO  WATER 
DEPARTMENT  (SFWD)  SPENT  OVER  $1.4  MILLION 
FOR  A COMPUTERIZED  CUSTOMER  INFORMATION 
AND  BILLING  SYSTEM.  ALTHOUGH  THE 
INFORMATION  SYSTEM  GREATLY  IMPROVED  THE 
EFFICIENCY  AND  TIME  REQUIRED  TO  PERFORM 
VARIOUS  ACTIVITIES  WITHIN  THE  CUSTOMER 
SERVICES  DIVISION  (CSD),  SUCH  AS  OPENING  AND 
CLOSING  CUSTOMER  ACCOUNTS,  THE  SFWD  DID 
NOT  SIGNIFICANTLY  DECREASE  STAFF.  AS  A 
RESULT,  EXISTING  STAFFING  LEVELS  WITHIN  THE 
CSD  EXCEED  THE  ACTUAL  STAFFING  LEVELS 
REQUIRED. 

• BY  REDUCING  STAFF  TO  THE  LEVEL  ACTUALLY 
REQUIRED,  IT  IS  ESTIMATED  THAT  THE  CSD  COULD 
REDUCE  WATER  SERVICES  CLERKS  BY  A MINIMUM 
OF  TWO  FULL-TIME  EQUIVALENTS  AND  REALIZE  A 
SAVINGS  IN  EXCESS  OF  $83,000  ANNUALLY, 

WITHOUT  AFFECTING  THE  CURRENT  LEVEL  OF 
CUSTOMER  SERVICE. 

Introduction 

In  order  to  improve  customer  services  along  with  billing  and  collection 
activities,  the  San  Francisco  Water  Department  (SFWD)  implemented  a 
computerized  information  and  billing  system  in  FY  1987-88.  The  one-time  cost  of 
this  system  was  approximately  $1.4  million,  not  including  the  cost  of  Public  Utilities 
Commission  (PUC)  staff  that  were  assigned  to  the  development  and  training  of  the 
system.1  In  addition,  the  maintenance  costs  for  the  computer  system  are  a 
minimum  of  $24,000  annually.2  The  benefits  of  the  computerized  system  include  the 
following:3 


• Reduced  delays  in  answering  customer  questions,  increased  information  to 
customers  on  current  and  past  water  consumption; 

• Comprehensive  information  on  current  and  past  bills,  payments,  field 
surveys; 


1Memo  to  the  Budget  Analyst,  “Water  and  Sewer  Billing  System”,  from  Hans  Loffeld,  PUC-BMIS, 
November  5,  1993. 

2Memo  from  Bob  Wang,  Field  Services  Manager  to  Bob  Vasconcellos,  October  7,  1993. 

3See  Footnote  #1. 
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• Automation  of  billing,  collection  and  refunds  of  customer  deposits,  including 
on-line  entry  and  faster  processing  of  data; 

• Direct  access  to  information  thereby  reducing  dependence  on  data 
processing  staff  for  one-time  analyses  and  reports. 

Given  these  benefits  from  implementing  the  information  system,  it  is 
reasonable  to  expect  that  savings  in  labor  costs  would  also  occur  given  that  1)  less 
time  is  required  to  perform  collection  and  billing  activities;  2)  improved  accuracy 
would  result;  and  3)  improved  access  to  customer  information  is  available.  A 
summary  of  the  CSD  staffing  for  the  past  five  years,  which  includes  staffing  levels 
before  and  after  the  implementation  of  the  information  system,  is  provided  in  the 
following  table. 


Table  1.1.1 

Summary  of  Authorized  Staffing  Levels 
Customer  Services  Division 
FY  1987-88  to  FY  1993-94 


Number  of 


Fiscal  Year 

•£ 

o 

£ 

< 

1987-88 

98 

1988-89 

98 

1989-90 

99 

1990-91 

97 

1991-92 

98 

1992-93 

97 

1993-94 

95 

As  noted  above,  staffing  levels  have  remained  substantially  unchanged  after 
the  information  system  has  been  implemented.  One  Meter  Reader  position  was 
eliminated  as  a result  of  the  computerization  activities,  at  an  annual  savings  of 
approximately  $29,000  beginning  in  FY  1990-91.  The  PUC  Bureau  of  Management 
Information  Systems  (BMIS)  reports  that  no  other  specific  information  on  any  other 
staff  reductions  or  productivity  increases  have  resulted  from  the  implementation  of 
this  system. 

Budget  Analyst’s  Evaluation  of  Staffing  Requirements  for  the  Customer  Services 
Division 

As  part  of  this  management  audit,  the  Budget  Analyst  has  evaluated  the 
efficiencies  realized  from  implementing  the  information  system,  and  the  time 
required  to  perform  various  activities  and  current  staffing  levels,  to  determine 
whether  existing  staffing  levels  within  the  Customer  Services  Division  (CSD)  are 
appropriate.  Specifically,  the  Budget  Analyst  performed  the  following  activities: 

• Reviewed  authorized  staffing  levels  within  the  CSD  from  FY  1987-88  to  FY 

1993-94. 
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• Requested  that  Water  Services  Clerks  within  the  CSD  track  their  time 
spent  performing  various  activities  including  answering  customer  phone  calls 
and  opening  or  closing  accounts. 

• Evaluated  organizational  charts  and  job  descriptions. 

• Examined  data  on  new  accounts  opened. 

• Identified  staffing  and  standards  from  other  water  districts,  including  the 
East  Bay  Municipal  Utilities  District  (EBMUD). 

Staff  Required  to  Open  I Close  Customer  Accounts 

One  activity  where  productivity  greatly  increased  with  the  implementation  of 
the  information  system  is  the  opening  and  closing  of  customer  accounts.  In  order  to 
open  or  close  a customer  account,  Water  Services  Clerks  must  obtain  previous 
account  information,  such  as  billing  addresses,  and  establish  a new  account  and 
issue  a work  order  to  the  Field  Services  Division  to  get  a closing  read  on  the  meter, 
so  that  a new  customer  may  be  billed.  The  customer  information  and  billing  system 
maintains  detailed  customer  information,  enabling  the  Water  Services  Clerk  to 
quickly  initiate  any  changes  in  customer  accounts.  Prior  to  the  implementation  of 
the  information  system,  it  was  more  time  consuming  to  open  new  accounts,  as 
Water  Services  Clerks  had  to  locate  old  account  information  and  set  up  new 
accounts  manually.  Although  the  time  required  to  open  and  close  accounts  has 
decreased,  the  productivity  standards  for  Water  Services  Clerks  have  not  changed. 
Water  Services  Clerks  are  still  required  to  handle  approximately  50  calls  per  day.4 

All  customer  account  changes  are  processed  by  Water  Services  Clerks  within 
the  Customer  Services  Division.  For  FY  1993-94,  there  is  a total  of  five  Water 
Services  Clerks  budgeted  in  the  Services  & Supply  unit,  and  one  Senior  Water 
Services  Clerk  that  supervises  the  Services  & Supply  unit  for  a total  annual  cost  of 
approximately  $254, 500.5  The  Services  & Supply  unit  also  handles  radio  calls 
regarding  customer  complaints  on  water  quality  or  quantity  problems. 

As  part  of  this  management  audit,  the  Budget  Analyst  has  requested  that 
Water  Services  Clerks  within  the  Customer  Services  division  record  the  amount  of 
time  spent  on  each  customer  phone  call,  in  order  to  develop  statistics  regarding  the 
time  required  to  open  and  close  customer  accounts.  The  following  table  compares  FY 
1993-94  authorized  staff  with  actual  staff  that  is  required. 


4Meeting  with  Jacquelynn  Pritchard,  Division  Supervisor,  Customer  Services  Division,  September 
22,  1993. 

5Average  cost  of  five  Water  Services  Clerks  is  $208,625  and  one  Sr.  Water  Services  Clerk  is  $45,948 
as  reflected  in  the  FY  1993-94  budget. 
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Table  1.1.2 

Summary  of  Time  Spent  Opening  and  Closing 
Customer  Accounts6 


Full-Time 

Eauivalents 

Direct 

Labor  Hours 

Annual 

Cost 

SFWD  Authorized  positions 
in  FY  1993-94 

5.00 

8,6807 

$208,625 

Actual  Staffing  Requirements 
Per  Budget  Analyst8 

2.94 

3.854 

125.175 

Amount  Authorized  in  Excess 
Actual  Staffing  Requirements9 

2.06 

4,826 

$83,450 

As  indicated  in  the  preceding  table,  the  Customer  Services  Division  requires 
less  than  2.00  full-time  equivalent  positions  to  open  and  close  customer  accounts, 
including  radio  calls,  and  an  adjustment  for  other  activities  including  recording 
account  changes,  and  handling  customer  quality  and  quantity  complaints.  However, 
5.00  full-time  equivalent  positions  are  authorized  for  FY  1993-94.  By  reducing  staff 
to  what  is  actually  required,  the  SFWD  could  reduce  the  number  of  full-time 
equivalents  (FTEs)  by  2.00,  at  an  annual  savings  in  excess  of  $83,000  annually, 
without  impacting  upon  the  timeliness  or  effectiveness  of  current  customer  services. 

Based  upon  the  Customer  Services  phone  statistics  collected  by  the  Budget 
Analyst,  the  average  time  required  to  open  and  close  customer  accounts  is  estimated 
at  3.67  minutes.  Therefore,  the  existing  productivity  standard  of  50  calls  per  day  is 
not  sufficient,  as  employees  would  only  be  required  to  work  a total  of  3.06  hours 
daily.  In  addition,  the  existing  productivity  standard  of  50  calls  per  day  is 
considerably  lower  than  another  comparable  water  district,  as  East  Bay  Municipal 


6Source:  Budget  Analyst’s  Phone  Statistics  collected  by  requesting  staff  to  track  the  time  spent  on 
phone  calls,  Customer  Services,  November  1,  1993  to  November  5,  1993. 

7Net  Direct  Labor  hours  derived  as  follows: 

Total  Direct  Labor  Hours  Available  Annually  2080  hours 

Less:  Holidays  (13  plus  3 floating)  128  hours 

Less:  Sick  Leave  (12  days  annually)  96  hours 

Less:Vacation  (three  weeks)  120  hours 

Net  Direct  Labor  Hours  Available  Per  Employee  1,736  hours 
Number  of  Direct  Labors  Hrs.  for  5 Employees  8,680  hours 


8Work  Order  Activity  Summary  by  Destination,  June,  1993.  A total  of  28,698  accounts  are 
opened/closed  annually  (3.67  minutes  required  based  upon  Budget  Analyst  survey).  The  actual 
staffing  requirements  were  further  adjusted  for  other  activities  performed  by  staff  that  are  not 
accounted  for  in  the  work  order  reporting  system. 


9 Amount  of  Savings  is  estimated  for  2.00  FTEs  only  because  of  the  difficulty  in  reducing  one  position 
by  .06  FTEs. 
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Utilities  District  (EBMUD)  requires  their  employees  to  open  and  close  a minimum 
of  between  75  to  90  accounts  per  day.10  Given  that  each  account  in  San  Francisco  is 
estimated  to  take  approximately  3.67  minutes  to  open  or  close,  Water  Services  Clerk 
should,  on  average,  should  handle  a minimum  of  120  calls  daily.11  Although  this 
estimated  standard  of  120  calls  per  day  is  higher  for  San  Francisco  than  EBMUD, 
this  standard  is  based  upon  actual  time  required,  and  EBMUD’s  standard  of 
between  75  to  90  calls  is  a "minimum  requirement." 

Conclusion 

In  order  to  improve  customer  services  along  with  billing  and  collection 
activities,  the  San  Francisco  Water  Department  (SFWD)  implemented  a 
computerized  information  and  billing  system  in  FY  1987-88.  One  activity  where 
productivity  greatly  increased  with  the  implementation  of  the  information  system  is 
the  opening  and  closing  of  customer  accounts.  Given  that  the  time  required  to  open 
and  close  customer  accounts  has  greatly  decreased  with  the  implementation  of  the 
information  system,  the  existing  staffing  levels  exceed  the  staffing  levels  that  are 
required.  By  reducing  staff  to  what  is  actually  required,  the  SFWD  could  save  in 
excess  of  $83,000  annually,  without  impacting  the  timeliness  or  effectiveness  of 
current  customer  services. 

Recommendations 

The  SFWD  Customer  Services  Division  should: 

1.1.1.  Reduce  the  number  of  Water  Services  Clerks  by  2.00  full-time  equivalents. 

1.1.2.  Increase  the  existing  productivity  standards  for  water  services  clerks  to 
reflect  time  that  is  actually  required  to  open  and  close  customer  accounts. 

Savings/Benefits 

Savings  in  excess  of  $83,000  would  be  realized  annually  without  impacting 
upon  current  levels  of  customer  services. 


10Phone  conversation  with  Charles  Evans,  Customer  Services  Manager  for  the  East  Bay  Municipal 
Utilities  District  (EBMUD). 

11Based  upon  7.5  hours  daily,  adjusting  for  two  15  minute  breaks. 
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Section  1.2  : Customer  Services  Division  Work  Order  Efficiency 

• The  SAN  FRANCISCO  WATER  DEPARTMENT 
(SFWD)  CUSTOMER  SERVICES  D I V I S I O N 
COMPLETES  VARIOUS  WORK  ORDERS  RELATING 
TO  CUSTOMER  HIGH  BILL  COMPLAINTS,  VARIABLE 
WATER  USAGE  AND  WATER  QUALITY  AND 
QUANTITY  PROBLEMS. 

• BY  ELIMINATING  UNNECESSARY  WORK  ORDERS 
AND  BY  USING  MORE  APPROPRIATE 
CLASSIFICATIONS  TO  COMPLETE  CERTAIN  WORK 
ORDERS,  THE  SFWD  WOULD  REALIZE  SAVINGS  OF 
APPROXIMATELY  $18 1,000 ANNUALLY. 

Introduction 

The  San  Francisco  Water  Department’s  (SFWD)  Field  Services  unit  within 
Customer  Services  Division  (CSD)  is  responsible  for  completing  all  work  orders 
generated  by  the  CSD.  The  work  orders  generated  by  the  CSD  include  the  following: 

• Obtaining  meter  reads  for  new  billing  accounts 

• Posting  48-hour  notices  foi  delinquent  accounts 

• Replacing  and  inspecting  meters 

• Shutting  off  meters  for  non-payment 

• Verifying  or  getting  meter  reads 

• Inspecting  premises  for  high  water  usage 

Work  orders  for  Field  Services  are  generally  initiated:  1)  automatically  from 
the  customer  information  and  billing  system  if  an  account’s  water  usage  was  either 
too  high  or  too  low  within  certain  parameters,  or  if  the  account  has  been  estimated 
for  more  than  one  billing  period  and  a meter  read  must  be  obtained;  2)  at  the 
request  of  customers  because  of  high  bills  or  a water  quality  or  quantity  problem; 
and  3)  by  SFWD  staff.  The  work  orders  are  primarily  issued  by  either  Water 
Services  Clerks  in  the  Customer  Accounts  unit  (Billing,  Delinquency  & Collections, 
Liens,  Refunds  & Adjustments)  or  in  the  Customer  Services  unit  (Consumer 
Relations  or  Services  & Supply)  when  delinquent  accounts  are  identified  or  to 
obtain  meter  reads  for  new  accounts. 

On  an  annual  basis,  over  82,000  work  orders  are  completed  by  the  Field 
Services,1  consisting  of  an  average  of  between  300-400  work  orders  that  are 
initiated  daily.  A backlog  of  work  orders  is  also  typical.  During  the  course  of  the 
field  work  of  this  audit,  SFWD  internal  reports  indicated  that  as  of  November,  1993, 
over  400  outstanding  work  orders  were  overdue2,  including  certain  overdue  work 
orders  that  were  initiated  as  early  as  February,  1992.3 


'Water  and  Sewer  Customer  Information  and  Billing  System,  Work  Order  Activity  Summary  by 
Destination  for  December,  1993. 

2A  work  order  becomes  overdue  based  upon  a formula  specifying  the  type  of  work  order  issued  and 
the  length  of  time  outstanding.  Generally,  any  work  order  that  must  be  completed  prior  to  sending  a 
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The  SFWD  uses  Water  Services  Inspector  classifications  in  the  Field  Services 
Division  to  complete  all  work  orders  generated  by  the  Customer  Services  Division. 
The  average  compensation  in  FY  1993-94  for  Water  Service  Inspectors  is 
approximately  $73,000  including  fringe  benefits.  A total  of  22  Water  Services 
Inspectors  are  included  in  the  SFWD’s  FY  1993-94  budget,  and  four  Senior  Water 
Services  Inspectors  that  serve  in  either  in  a supervisory  capacity,  train  other 
Inspectors  or  work  in  districts,  for  a total  annual  cost  of  approximately  $1,934,325. 


Budget  Analyst’s  Evaluation  of  the  CSD  Work  Order  System 

Given  the  multitude  of  work  orders  generated  annually,  the  Budget  Analyst 
evaluated;  1)  whether  any  unnecessary  work  orders  are  issued,  and  2)  whether 
appropriate  classifications  are  being  utilized  to  complete  work  orders.  In  order  to 
evaluate  the  existing  work  order  system,  the  Budget  Analyst  performed  the 
following  activities: 

• Reviewed  various  internal  management  reports  from  FY  1992-93  and  FY 
1993-94  summarizing  all  existing  work  orders,  and  completed  work  orders. 

• Discussed  work  order  system  with  various  managers  and  staff  within  the 
CSD. 

• Performed  walk-alongs  with  Water  Services  Inspectors  and  Meter  Readers. 

• Reviewed  job  descriptions  for  Water  Services  Inspector  and  Meter  Reader 
classifications. 

• Contacted  other  water  districts,  including  the  East  Bay  Municipal  Utilities 
District  (EBMUD)  and  the  Los  Angeles  Department  of  Water  and  Power,  to 
obtain  data  on  work  orders  performed  and  personnel  classifications  used. 

The  SFWD  completes  approximately  12,000  “Verify  Read ” Work  Orders  that  are 
unnecessary  given  the  low  error  rates  of  Meter  Readers 

Meter  Reader  staff  in  the  Field  Services  Unit  conduct  more  than  1.1  million 
meter  reads  annually.  During  FY  1987-88,  the  meter  reading  activities  were 
computerized,  enabling  the  Meter  Readers  to  use  hand-held  devices  that  greatly 
improved  the  accuracy  of  meter  reading  activities.  For  instance,  if  water  usage 
recorded  by  a Meter  Reader  is  either  too  high  or  too  low  within  certain  parameters 
(based  upon  previous  consumption),  the  hand-held  device  will  require  the  Meter 
Reader  to  re-enter  the  recorded  usage  a second  time.  The  error  rates  of  Meter 


I customer's  bill  (e.g.  Verify  Read  or  Get  Read)  is  considered  overdue  if  outstanding  more  than  16 
days,  and  meter  changes  must  occur  within  30  days. 

3Water  and  Sewer  Customer  Information  and  Billing  System,  Daily  Work  Order  Overdue  for  Origin 
on  11/03/93.  As  a matter  of  policy,  those  work  orders  outstanding  for  more  than  one  year  are  not 
considered  high  priorities. 
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Readers  are  estimated  at  less  than  600  errors  annually  out  of  approximately  1.1 
million  meter  reads,  or  less  than  one-tenth  of  one  percent  (0.1%).4 

The  customer  information  and  billing  system  is  designed  so  that  a work  order 
is  generated  automatically  every  time  a meter  read  was  recorded  indicating  that 
water  usage  is  either  too  high  or  too  low  within  certain  parameters.  The  SFWD  will 
then  hold  the  customer’s  bill  in  a suspense  file  and  not  send  the  bill  until  a Water 
Services  Inspector  verifies  that  the  read  was  correct.  Therefore,  the  issuance  of 
“Verify  Read”  work  orders  affects  the  timely  collection  of  revenues. 

Unnecessary  work  orders  are  generated  given  that  meter  readers  are 
required  to  enter  a read  more  than  one  time,  and  given  that  the  error  rates  of  meter 
readers  are  less  than  one-tenth  of  one  percent.  The  SFWD  completes  approximately 
12,240  “Verify  Read”  work  orders  annually,  at  an  annual  cost  of  approximately 
$73,000.  Given  that  errors  result  from  meter  reads  on  less  than  600  meter  reads 
annually,  the  generation  of  “Verify  Read”  work  orders  is  not  justified.  The  impact  on 
revenues  from  errors  is  likely  to  be  negligible  given  the  low  frequency  that  errors 
occur.  If  a bill  is  incorrectly  read,  it  is  likely  that  the  meter  reader  would  read  the 
meter  correctly  for  the  next  billing  period.  The  SFWD  could  alert  the  customer  that 
water  usage  is  unusually  high  for  the  billing  period  rather  than  requiring  a Water 
Services  Inspector  to  verify  that  the  read  was  correct.  In  addition,  revenues  would 
be  collected  in  a more  timely  manner,  as  the  customer’s  bill  would  not  be  held  in  a 
suspense  file  until  a work  order  is  completed.  The  elimination  of  these  work  orders 
would  result  in  an  annual  savings  of  approximately  $73, 000. 5 This  savings  is  based 
upon  the  reduction  of  one  full-time  equivalent  Water  Services  Inspectors. 

The  SFWD  identified  that  there  are  other  purposes  and  benefits  from 
completing  "Verify  Read"  work  orders  including  the  following: 

• Water  is  conserved  if  leaks  are  repaired  sooner; 

• Inspectors  may  be  able  to  do  high  bill  inspections  if  necessary  rather  than 

creating  another  work  order; 

• Adds  to  the  credibility  of  billing  system  and  response  to  customer  inquiries 

if  SFWD  is  aware  of  problem  and  verified  that  the  read  was  correct; 

• Determine  in  a timely  manner  potential  probems  with  the  meter,  such  as 

slow  meters  or  theft  of  unmetered  water. 


4Meter  Reading  Performance  Statistics  for  May,  1993  and  June,  1993.  The  number  of  errors  for 
these  two  months  were  annualized  for  a twelve  month  period.  An  estimated  594  errors  occur 
annually  out  of  an  estimated  1,115,946  meter  reads.  The  number  of  meter  reads  is  based  upon  Water 
Department  Active  Accounts  Summary,  as  of  August,  1993. 

5A  total  of  82,956  work  orders  are  completed  annually  by  22  Water  Services  Inspectors,  or 
approximately  3,771  completed  annually  per  Inspector.  The  direct  labor  hours  required  to  complete 
these  work  orders  is  estimated  at  2„448,  or  approximately  1.41  FTEs.  Savings  is  estimated  for  1 FTE 
only. 
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Although  the  Budget  Analyst  concurs  that  there  are  certain  benefits 
associated  with  completing  "Verify  Read"  work  orders,  the  annual  cost  of  $73,000  for 
completing  these  work  orders  exceeds  the  benefits  identified  by  the  SFWD.  Meter 
readers  have  field  books  that  are  to  be  used  to  report  any  conditions  or  problems 
associated  with  the  meters.  By  fully  utilizing  these  field  books,  alternative  work 
orders  may  be  generated  such  as  "Inspecting  no-go  meters"  if  a meter  is  suspected  to 
be  operating  slowly.  Further,  if  water  consumption  is  excessively  high  for  a billing 
period,  the  meter  readers  can  simply  place  a notice  to  inform  customers.  Placing 
notices  may  alleviate  some  of  the  high  bill  complaints.  The  other  benefits  identified 
by  SFWD  would  not  be  completely  eliminated  as  a result  of  eliminating  these  work 
orders,  as  Water  Services  Inspectors  would  continue  to  check  the  meters  for 
problems  while  performing  over  60,000  other  work  orders  on  an  annual  basis. 

The  SFWD  Uses  Water  Service  Inspector  staff  to  perform  over  39,500  Work  Orders 
annually  that  could  be  performed  more  cost  efficiently  using  Meter  Reader  staff 

The  Budget  Analyst  has  performed  walk-alongs  with  Water  Services 
Inspectors  and  reviewed  job  descriptions  to  determine  the  appropriateness  of  using 
Water  Services  Inspector  staff  to  perform  work  orders. 

The  duties  and  responsibilities  of  the  Water  Services  Inspectors  include  the 
following: 

• Investigates  complaints  and  emergency  calls  pertaining  to  poor  pressure, 
noises  in  pipes  and  fixtures,  dirty  water,  water  seepage,  and  determines 
causes  and  remedies  of  faults. 

• Removes  meters  and  conducts  flow  and  pressure  tests,  inspects  sidewalk 
areas  which  have  been  broken  in  connection  with  water  service  installation  or 
repairs. 

• Determines  causes  of  unusual  consumption,  interviews  consumers,  inspects 
and  tests  meters  for  possible  non-operation,  inspects  plumbing  pipes  and 
fixtures. 

In  addition,  the  Water  Services  Inspectors  perform  other  routine  activities 
such  as  posting  delinquent  notices,  collecting  payments  and  getting  meter  reads. 
These  routine  activities  do  not  necessarily  require  any  specialized  experience  such 
as  knowledge  of  the  water  distribution  system  or  the  replacement  of  meters.  Based 
upon  observation  and  walk-alongs  with  the  Water  Services  Inspectors,  the  Budget 
Analyst  has  determined  that  certain  activities  could  be  performed  by  lower  level 
classifications,  such  as  Meter  Readers.  An  estimated  39,500  work  orders  are 
currently  completed  by  inappropriate  higher-level  classifications,  or  approximately 
48  percent  of  the  estimated  82,956  work  orders  that  are  completed  annually.6  Those 
work  orders  that  are  currently  performed  by  Water  Services  Inspector 
classifications  but  could  be  performed  by  Meter  Readers  include  the  following: 


6Water  and  Sewer  Customer  Information  and  Billing  System,  Work  Order  Activity  Summary  by 
Destination  for  December,  1993 
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• Meter  Reading  related  activities  including  opening  and  closing  account 
reads,  getting  a seven-day  meter  read,  checking  the  meter  read  for  new 
accounts,  getting  meter  reads  for  meters  that  were  previously  inaccessible 
during  the  monthly  routes. 

• Posting  48-hour  notices  for  delinquent  payments.7 

Other  water  districts  use  lower  level  classifications  to  perform  many  similar 
work  orders  than  are  performed  by  Water  Services  Inspectors  in  the  SFWD.  The 
following  examples  demonstrate  that  the  use  of  Water  Services  Inspectors  is 
inappropriate  to  complete  certain  work  orders: 

• The  East  Bay  Municipal  Utility  District  (EBMUD)  currently  utilizes  a 
Service  Representative  classification  to  perform  many  field  services  activities 
including  inspecting  meters,  collecting  overdue  bills,  turning  water  service 
on,  and  investigating  high  bill  and  water  leak  complaints.  The  maximum 
annual  salary  of  this  Service  Representative  classification  including  fringe 
benefits  is  approximately  $50,970,  as  compared  to  $73,000  for  SFWD  Water 
Services  Inspectors.8 

• The  Los  Angeles  Department  of  Water  and  Power  performs  investigations 
related  to  meter  reads  with  meter  reader  staff,  and  completes  other  field 
inspections  with  a Senior  Commercial  Field  Representative  classification.  A 
Senior  Commercial  Field  Representative  has  a maximum  annual  salary  of 
approximately  $51,680  including  fringe  benefits.9 

• The  San  Jose  Water  Company  utilizes  a Service  Inspector  classification  to 
perform  special  reading  of  meters  for  water  turn-ons  or  turn-offs,  removing 
and  installing  meters,  taking  customer  payments  and  investigating  water 
quality  complaints.  The  maximum  annual  salary  of  a Service  Inspector  is 
$49,950  including  fringe  benefits.10 

Although  the  SFWD  currently  does  not  have  a similar  Service  Representative 
classification,  these  examples  are  intended  to  show  that  the  use  of  lower-level 
classification  than  that  of  a Water  Services  Inspector  would  be  more  appropriate. 
Based  upon  an  observation  of  the  work  orders  completed,  the  Budget  Analyst  has 
determined  that  a Meter  Reader  classification  would  be  able  to  perform  many  of 
these  work  orders,  rather  than  creating  a new  classification.  By  utilizing  meter 
reading  staff  instead  of  Water  Services  Inspectors  to  perform  the  work  order 
activities  summarized  above,  it  is  estimated  that  the  SFWD  could  realize  savings  of 


7Although  meter  readers  currently  do  not  perform  these  services,  minimal  training  could  be 
performed  so  that  meter  readers  can  learn  to  post  notices. 

8Charles  Evans,  Customer  Services  Manager  for  EBMUD,  and  review  of  Service  Representative  job 
description  code  #5939. 

9Dennis  Chatton,  Asst.  Mgr.  Customer  Services  Division,  and  review  of  Duties  Field  Representative 
for  Sr.  Customer  Field  Representative. 

10Nan  O’Connor,  Personnel  Manager,  and  review  of  Service  Inspector  job  description. 
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approximately  $108,000  annually.11  This  estimated  savings  assumes  that  four 
Meter  Readers  would  be  added  to  perform  work  orders,  and  four  FTE  Water 
Services  Inspector  positions  would  be  eliminated,  thereby  enabling  the  SFWD  to  use 
Meter  Readers  in  lieu  of  Water  Services  Inspectors.12 

Conclusion 

The  San  Francisco  Water  Department’s  (SFWD)  Customer  Services  Division 
(CSD)  completes  over  82,000  work  orders  annually  relating  to  customer  high  bill 
complaints,  variable  water  usage  and  water  quality  problems.  During  the  course  of 
this  management  audit  it  has  been  determined  that  many  of  these  work  orders  are 
unnecessary  (approximately  12,000  “Verify  Read”  work  orders  are  initiated 
automatically  despite  an  error  rate  of  only  600  per  year  or  less  than  one  tenth  of  one 
percent)  and  certain  other  work  orders  could  be  completed  using  lower  level 
classifications  (approximately  39,500  work  orders  annually  pertaining  to  getting 
meter  reads,  posting  notices  and  shutting  off  meters).  Other  water  districts  such  as 
the  East  Bay  Municipal  Utilities  District  (EBMUD)  and  the  Los  Angeles 
Department  of  Water  and  Power  and  the  San  Jose  Water  Company  do  not  use 
higher-level  Water  Services  Inspectors  to  perform  any  of  the  field  inspections.  By 
eliminating  unnecessary  work  orders  and  utilizing  more  appropriate  classifications, 
it  is  estimated  that  the  SFWD  would  save  approximately  $181,000  on  an  annual 
basis  (consisting  of  $73,000  from  eliminating  unnecessary  work  orders  and  $108,000 
from  using  lower-level  classifications  to  perform  certain  work  orders). 

Recommendations 

The  Budget  Analyst  recommends  that  the  SFWD  Customer  Services  Division 
should: 

1.2.1.  Eliminate  all  “verify  read”  work  orders  and  eliminate  one  corresponding 
full-time  equivalent  Water  Services  Inspector. 

1.2.2.  Use  Meter  Readers  instead  of  Water  Services  Inspectors  to  perform 
certain  work  orders  including  getting  meter  reads,  checking  the  meter 
reads  for  new  accounts,  posting  48-hour  delinquent  billing  notices,  and 
collecting  payments.  Delete  four  Water  Services  Inspectors  and  add  four 
Meter  Reader  positions  for  these  activities. 

Savings/Benefits 

It  is  estimated  that  the  SFWD  would  save  approximately  $181,000  on  an 
annual  basis  by  implementing  these  recommendations. 


^Savings  is  estimated  based  upon  the  average  difference  in  salaries  and  fringe  benefits  of  $27,008 
between  Water  Services  Inspectors  ($72,956)  and  Meter  Readers  ($45,948),  based  upon  39,598  work 
orders  that  are  completed  annually  (work  order  numbers  #303,  #304,  #332,  #501,  #502,  #601,  #602). 
12The  SFWD  would  have  to  evaluate  whether  there  are  any  Memorandum  of  Understanding  (MOU) 
restrictions  that  would  disallow  Meter  Readers  from  performing  these  activities. 
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Section  1.3:  Field  Services  Productivity 

• The  existing  productivity  standards  of  the 

FIELD  SERVICES  DIVISION  HAVE  BEEN  EVALUATED 
TO  IDENTIFY  WHETHER  1)  EXISTING 
PRODUCTIVITY  STANDARDS  ARE  ADEQUATELY 
MONITORED  AND  2)  WHETHER  EXISTING 
PRODUCTIVITY  STANDARDS  ARE  REASONABLE  AND 
SUFFICIENT. 

• Based  upon  this  review,  the  budget  analyst 

HAS  DETERMINED  THE  FOLLOWING: 

- THE  FIELD  SERVICES  DIVISION  NEEDS  TO 
IMPROVE  ITS  REPORTING  SYSTEM  FOR 
COMPLETED  WORK  ORDERS,  AS  1)  THE  CURRENT 
WORK  ORDER  REPORTING  SYSTEM  CANNOT 
ACCOUNT  FOR  APPROXIMATELY  12,000  WORK 
ORDERS  COMPLETED,  OR  APPROXIMATELY  14 
PERCENT  OF  THE  TOTAL  WORK  ORDERS 
COMPLETED  ANNUALLY,  AND  2)  INSPECTORS 
PROVIDE  UNRELIABLE  INFORMATION 
REGARDING  COMPLETED  WORE  ORDERS  USING 
WEIGHTED  AVERAGE  STANDARDS  THAT  ARE 
INCONSISTENT  WITH  EXISTING  STANDARDS 
USED  TO  ASSIGN  JOBS. 

- EXISTING  PRODUCTIVITY  STANDARDS  FOR 
METER  READERS  ARE  NOT  SUFFICIENT  BECAUSE 
ON  AVERAGE,  METER  READERS  COULD  IMPROVE 
PRODUCTIVITY  BY  APPROXIMATELY  20 
PERCENT. 

• TWO  WATER  SERVICE  INSPECTORS  ARE  NOT 
REQUIRED  AT  THE  WATERFRONT  DISTRICT.  BY 
IMPLEMENTING  PRODUCTIVITY  STANDARDS  AND 
BY  RE-ALLOCATING  EXISTING  SWING  SHIFT 
PERSONNEL  FOR  ACTIVITIES  THAT  NOW  REQUIRE 
TWO  PERSONNEL,  SUCH  AS  METER  READING  IN 
CONFINED  SPACES,  ONE  WATER  SERVICES 
INSPECTOR  WOULD  BE  SUFFICIENT. 

• The  field  services  unit  has  not  sufficiently 

MONITORED  SICK  LEAVE  AND  FLOATING  HOLIDAY 
POLICY  AS  THE  AVERAGE  NUMBER  OF  SICK  LEAVE 
TAKEN  ANNUALLY  IS  11  DAY$  INCLUDING  16 
EMPLOYEES  THAT  HAVE  TAKEN  13 OR  MORE  DAYS 
OF  SICK  LEAVE  ANNUALLY.  ALSO,  FIVE  FIELD 
SERVICES  STAFF  HAVE  TAKEN  FLOATING 
HOLIDAYS  IN  EXCESS  OF  THE  THREE  ALLOWED. 
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By  improving  the  productivity  of  field 

SERVICES  STAFF  THE  SFWD  WOULD  SAVE 
APPROXIMATELY  $165,000  ANNUALLY. 


Introduction 


The  Field  Services  unit  within  the  Customer  Services  Division  (CSD)  of  the 
San  Francisco  Water  Department  is  responsible  for  all  meter  reading  activities  and 
for  the  completion  of  work  orders  relating  to  customer  water  consumption,  high  bill 
complaints  and  water  quality  and  quantity  problems.  Section  1.2  of  this  report 
discusses  the  Field  Services  work  order  process  in  more  detail.  Water  Services 
Inspectors  complete  work  orders  issued  by  the  Customer  Services  Division.  The 
following  table  summarizes  the  authorized  staffing  for  the  Field  Services  unit: 


Table  1.3.1 

Summary  of  Authorized  Staff 
San  Francisco  Water  Department 
Field  Services  Unit1 


Class 

Position 

FTEs 

Annual  Salary 

7204 

Chief  Water  Svs.  Inspector 

1.00 

$ 78,010 

1478 

Sr.  Water  Services  Clerk 

1.00 

37,662 

7317 

Sr.  Water  Svs.  Inspector 

4.00 

269,909 

7316 

Water  Services  Inspector 

22.00 

1,315,603 

1466 

Meter  Reader 

14.00 

327,272 

1470 

Svs/Supply  Asst.  Supervisor 

1.00 

37.292 

43.00 

$2,065,748 

A total  of  17  service  districts  are  located  throughout  the  City,  with  one  Water 
Services  Inspector  assigned  to  each  of  the  17  districts,  two  Water  Services 
Inspectors  located  at  the  Waterfront  district,  and  three  swing  Inspectors  are  either 
assigned  to  a district  if  a Water  Services  Inspector  is  ill  or  to  supplement  Water 
Services  Inspectors  in  existing  districts.  Similarly,  the  City  is  divided  into  various 
meter  reading  districts.  All  14  Meter  Readers  move  throughout  the  Districts,  and 
generally  spend  three  weeks  a month  reading  bi-monthly  accounts,  and  one  week  a 
month  reading  monthly  accounts  that  are  primarily  located  in  the  downtown  areas. 

Existing  Productivity  Standards 

Water  Service  Inspector  Standards  and  Reporting  System.  Water  Service 
Inspectors  are  assigned  daily  work  orders  within  their  districts.  In  September,  1989, 
a set  of  work  standards  were  implemented  that  required  Inspectors  to  complete  a 
certain  number  of  jobs  each  day.2  These  standards  were  to  be  used  for  identifying 
negative  trends  in  productivity,  and  for  annually  evaluating  employees.  In  addition, 
the  number  of  jobs  required  to  be  completed  would  be  reduced  by  the  number  of 


1BPREP  Report,  Phase  C Turnaround,  July  7,  1993. 

2Memo  from  John  Mullane  to  Water  Service  Inspectors,  September  13,  1989. 
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radio  calls  received  in  a district.  These  standards  do  not  apply  to  the  Waterfront 
District,  where  two  Water  Services  Inspectors  are  located,  because  the  SFWD 
reports  that  this  crew  has  unique  responsibilities  (i.e.  providing  equipment  to  ships 
for  fresh  water). 

The  daily  reporting  system  of  completed  work  orders  consists  of  a daily 
assignment  sheet,  that  is  given  to  each  Water  Services  Inspector  that  indicates 
work  order  number,  type,  and  address.  Daily  report  sheets,  along  with  completed 
work  orders,  are  then  submitted  to  the  supervisor  at  the  end  of  each  day.  Any  work 
order  that  is  not  completed  on  any  given  day  would  be  reassigned  and  appear  on  the 
Water  Service’s  Inspector’s  daily  assignment  sheet  on  a subsequent  day.  The 
customer  information  and  billing  system  contains  a complete  tabulation  of  all  work 
orders  issued  and  completed  by  the  Field  Services  division.  Therefore,  the  completed 
daily  report  sheets  should  fully  reconcile  with  the  information  system,  in  order  to 
adequately  monitor  the  productivity  of  staff. 

Meter  Header  Standards  and  Reporting  System.  The  SFWD  computerized 
meter  reading  activities  in  FY  1987-88.  Previously,  Meter  Readers  had  to  record 
meter  reads  in  a field  book.  These  field  books  were  cumbersome  and  often  illegible 
because  the  books  were  handwritten  in  pencil.  After  computerization,  the  Meter 
Readers  were  able  to  enter  the  meter  usage  on  hand-held  devices  that  have  detailed 
meter  route  maps  and  other  meter  information.  An  increase  in  productivity  resulted 
in  meter  reading  because  of  the  reduced  time  required  to  enter  meter  reads, 
improved  accuracy  and  less  cumbersome  reading  devices.  Because  of  this  improved 
productivity,  the  SFWD  eliminated  one  full-time  equivalent  Meter  Reader  position 
in  FY  1990-91.  On  average,  each  meter  reader  reads  between  4,700  and  7,500 
meters  per  month.3 

The  Meter  Reader’s  hand-held  devices  contain  tapes  that  are  downloaded 
directly  into  the  customer  billing  and  information  system.  These  tapes  provide 
statistics  on  the  time  spent  reading  meters,  and  serve  as  a basis  to  monitor  the 
productivity  of  meter  reader  staff. 

Other  Standards.  In  addition,  all  Field  Services  personnel  are  allowed  two  15 
minute  breaks  and  a one  hour  break  for  lunch  each  workday.  Meter  Readers  are 
allowed  one  hour  for  travel  time  to  and  from  their  meter  routes.  Inspectors  are 
assigned  Water  Department  vehicles  to  complete  their  inspections  and  are 
responsible  for  all  radio  calls  in  their  district  until  4:30  p.m.  each  work  day.  All 
Field  Service  personnel  abide  by  Civil  Service  Commission  rules  and  regulations 
regarding  sick  leave  and  floating  holidays.  Up  to  six  months,  or  130  days  of  sick 
leave  may  be  accumulated.  However,  the  SFWD  indicates  that  a pattern  of  sick  pay 
over  12  days  per  year  may  be  considered  excessive  and  warrant  discipline.4  The 
SFWD  also  authorizes  employees  to  take  three  floating  holidays  per  year. 


JMeter  Reading  Performance  Statistics,  May,  1993  and  June,  1993. 

4Memo  to  Bob  Vasconcellos  from  Bob  Wang,  Field  Service  Manager,  October  29,  1993. 
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Budget  Analyst’s  Review  of  Field  Services  Productivity 

As  part  of  this  management  audit,  the  Budget  Analyst  has  evaluated  1) 
whether  the  existing  productivity  standards  are  adhered  to  by  Field  Services  staff 
and  2)  whether  these  productivity  standards  are  reasonable  and  sufficient.  In  order 
to  evaluate  the  productivity  of  Field  Services  staff,  the  Budget  Analyst  performed 
the  following  activities: 

• Evaluated  the  reliability  of  the  current  Field  Services  work  order  reporting 
system  by  comparing  daily  assignment  sheets  and  daily  report  sheets  with 
the  customer  information  and  billing  system  that  tracks  completed  work 
orders.  Two  months  of  data  for  August,  1993  and  September,  1993  were 
collected. 

• Performed  walk-alongs  with  both  Meter  Readers  and  Water  Service 
Inspectors  in  the  Field  Services  unit,  including  a walk-along  and  review  of 
the  Waterfront  District. 

• Evaluated  existing  staffing  levels. 

• Reviewed  employee  logs  showing  sick  leave  and  floating  holidays  used,  and 
compared  this  information  to  Civil  Service  Commission  policies  and 
procedures. 

• Met  with  divisional  managers  to  discuss  existing  productivity  standards. 

Productivity  Standards  of  Water  Services  Inspectors 

For  August,  1993  and  September  1993,  the  Budget  Analyst  reviewed  the 
number  of  work  orders  that  have  been  assigned  and  completed  by  Water  Services 
Inspectors.  The  assignments,  according  to  the  Inspectors’  daily  report  sheet,  were 
then  compared  to  1)  the  existing  productivity  standards  to  determine  whether 
Water  Services  Inspectors  are  assigned  at  least  the  minimum  number  of  work 
orders  as  required  by  the  existing  standards,  and  2)  to  determine  whether  the 
current  tracking  system  of  completed  work  orders  is  adequate.  Although  the  Field 
Services  Division  is  assigning  a sufficient  number  of  work  orders,  overall  the  Field 
Services  Division  needs  to  improve  its  reporting  system  for  completed  work  orders. 
Specifically,  the  following  findings  have  been  identified: 

• The  current  reporting  system  of  assigning  and  completing  work  orders  is 
unable  to  account  for  approximately  12,000  work  orders,  or  approximately  14 
percent  of  83,000  completed  work  orders  annually.  On  an  annual  basis,  each 
Water  Services  Inspector  completes  approximately  3,771  work  orders, 
therefore  the  current  Field  Services  reporting  system  cannot  account  for  the 
time  spent  by  approximately  three  full-time  equivalents.  Some  of  these 
completed  work  orders  consist  of  “dummy  work  orders,”  that  may  be  produced 
if  an  Inspector  discovers  additional  work  at  a particular  job  site  throughout 
the  day.  The  number  of  “dummy  work  orders”  that  are  created  in  the  field 
annually  cannot  be  determined,  and  also  managers  are  unable  to  effectively 
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monitor  whether  the  work  orders  created  in  the  field  were  necessary,  without 
sufficient  guidelines  for  determining  when  “dummy  work  orders”  should  be 
completed.5 

• Water  Services  Inspectors  use  more  than  one  method  to  indicate  completed 
work  orders.6  One  method  used  is  a weighted  average  method.  For  example, 
if  a Water  Services  Inspector  is  assigned  a meter  change,  although  only  one 
work  order  would  be  assigned,  the  Water  Services  Inspector  indicates  on  the 
daily  report  sheet  that  four  jobs  have  been  completed.  Various  weighted 
average  standards  exist  for  different  types  of  work  orders  depending  upon  an 
estimate  on  the  amount  of  time  required  to  complete  certain  work  orders.  The 
existing  productivity  standards,  which  serve  as  a basis  for  job  assignments, 
were  developed  without  the  use  of  weighted  averages,  and  therefore  weighted 
average  cannot  effectively  be  used  to  determine  the  productivity  of  field 
services  staff. 

• Therefore,  the  Field  Services  Division  needs  to  improve  its  reporting  system 
for  completed  work  orders  because  1)  the  current  reporting  system  cannot 
account  for  approximately  12,000  work  orders,  or  approximately  14  percent  of 
the  83,000  total  work  orders  completed  annually,  and  2)  unreliable 
information  regarding  completed  work  orders  is  submitted  to  management, 
as  Water  Services  Inspectors  use  weighted  average  standards  that  are  not 
consistent  with  the  existing  productivity  standards  used  to  assign  jobs. 

Productivity  Standards  of  Meter  Readers 

Meter  Readers  are  assigned  a certain  number  of  meters  daily  based  upon 
whether  the  district  is  a residential  or  downtown  district,  and  based  upon  an 
estimate  of  the  time  required  to  read  meters  within  the  district.  As  previously 
noted,  in  FY  1987-88,  the  meter  reading  activities  were  computerized,  thereby 
increasing  the  number  of  meters  that  could  be  read  by  each  Meter  Reader.  The 
Budget  Analyst  gathered  statistics  during  walk-alongs  with  Meter  Readers  that 
indicate  the  average  amount  of  time  required  to  read  meters.  These  statistics  were 
compared  with  internal  Field  Services  reports  that  show  the  number  of  meters  that 
are  currently  assigned  to  each  Meter  Reader.  The  following  table  summarizes  these 
meter  reading  statistics. 


5The  Budget  Analyst  is  not  recommending  to  eliminate  these  “dummy  work  orders”  that  provide 
inspectors  with  the  flexibility  to  complete  additional  work  necessary.  However,  basic  guidelines  or 
procedures  should  be  implemented  and  these  work  orders  should  be  completed  in  addition  to  the 
minimum  number  of  jobs  that  are  assigned  according  to  productivity  standards. 

®The  statistics  gathered  to  evaluate  the  current  Field  Services  reporting  system  for  completed  work 
orders  used  daily  report  sheets  and  not  weighted  averages  that  are  unreliable. 
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Table  1.3.2 

Estimated  Number  of  Meter  Reads 
per  SFWD  and  Budget  Analyst7 


Total  Estimated  Meter  Reads  Annually  1,096,7348 

Estimated  Number  of  Meter  Reads  completed  by 

each  Meter  Reader  per  SFWD  standards  78,340 

Number  of  Meter  Reads  per  meter  reader  that  should 

be  completed  per  Budget  Analyst9  94,008 

Estimated  Increase  in  Annual  Reads  per  Meter  Reader  15,668 

Full-time  equivalents  (FTEs)  Required  per  Budget  Analyst  11.67 

Full-time  equivalents  budgeted  by  SFWD  14.00 

Estimated  FTE  Savings  2.00 


Estimated  Dollar  Savings 


$91,896 


As  noted  in  the  preceding  table,  based  upon  statistics  gathered  by  the  Budget 
Analyst,  it  is  estimated  that  Meter  Readers  could  read,  on  average,  approximately 
20  percent  more  meters  than  are  currently  being  read.  This  estimate  is  adjusted  for 
such  factors  as  fatigue,  weather  and  terrain.  Currently,  the  SFWD  allows  meter 
readers  to  work  the  following  hours  daily: 

Table  1.3.2 

Number  of  Working  Hours 
by  Meter  Readers 


Activity 

Office  Preparation 
Travel  Time 
Breaks 


Number  of  Hours 
0.50  hours 
1.00  hours 
0.50  hours 


Time  Remaining  for  Meter 
Reading  Activities 


6.00  hours 


7Walk-alongs  occurred  in  downtown  district  742  (monthly  accounts)  on  10/19/1993  and  district  232 
(bimonthly  accounts)  on  10/26/93. 

8Based  upon  “Total  Meters  in  Set  for  June,  1993  and  May,  1993,”  averaged  and  annualized  for  a 12 
month  period. 

9Estimate  based  upon  number  of  meters  read  during  the  walk-alongs.  Number  of  meters  read  were 
then  estimated  for  6.0  hours  and  compared  with  the  number  of  meters  in  route  set  per  SFWD.  The 
variance  between  actual  statistics  gathered  and  meters  in  set  was  34  percent,  that  was  revised 
downward  to  20  percent  to  adjust  for  the  sample  size,  and  other  factors  such  as  fatigue,  weather  and 
the  time  required  to  call  Field  Services  in  the  event  hazards  are  identified. 
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As  noted  in  the  preceding  table,  meter  readers  are  authorized  to  work  a total 
of  six  hours  daily,  exclusive  of  office  preparation,  travel  time,  and  breaks.  The 
Budget  Analyst’s  estimate  of  an  increase  in  productivity  of  20  percent  assumes  that 
Meter  Readers  read  meters  for  6.0  hours  daily,  and  is  adjusted  for  time  required  for 
office  preparation  (0.50  hours),  travel  time  (1.0  hours)  and  breaks  (0.50  hours). 

The  statistics  were  generated  from  downtown  districts  with  many  basement 
meter  reads.  Therefore,  the  savings  are  conservatively  estimated  because  in 
residential  areas  where  most  of  the  meters  are  located  under  sidewalks,  it  takes 
even  less  time  to  perform  meter  reading  than  in  downtown  areas.  By  increasing  the 
meter  reading  standards  by  20  percent,  a savings  of  two  FTEs,  and  an  estimated 
annual  savings  of  approximately  $92,000  can  be  achieved. 

Waterfront  District 

One  Inspector  is  assigned  to  each  of  the  districts  throughout  the  City,  except 
for  the  Waterfront  district  where  two  Inspectors  are  assigned.  As  part  of  this 
management  audit,  the  Budget  Analyst  evaluated  whether  two  Water  Services 
Inspectors  are  required  in  this  district. 

The  SFWD  indicates  that  two  Inspectors  are  required  at  the  Waterfront 
District  because, 

"Although  the  other  districts  of  the  City  are  well  maintained  by  one  assigned 
Inspector... the  Waterfront  district  requires  a two  person  crew  because  of  the  nature 
of  the  work  there  and  greater  safety  risks.  Virtually  all  aspects  of  serving  a ship 
with  water  involve  heavy  manual  work  under  dangerous  conditions  that  could  not 
be  performed  safely  or  very  effectively  by  a single  person.  The  Waterfront  Crew  also 
reads  water  meter  installations  in  ‘confined  spaces’  under  sidewalks. ..one  employee 
stands  by  on  the  sidewalk  to  protect  the  open  manhole  from  pedestrians  and  to  give 
assistance  while  the  other  enters."10 

Based  upon  a walk-along  and  review  of  the  Waterfront  district,  the  Budget 
Analyst  has  determined  that  only  one  Inspector  is  required  for  this  district  for  the 
following  reasons: 

• A variety  of  work  orders  are  performed  by  these  Inspectors  besides  serving 
ships  with  water,  such  as  replacing  meters,  checking  non-operating  meters  or 
checking  repairs.  On  an  annual  basis,  the  number  of  ships  serviced  are 
approximately  356  from  an  estimated  3,000  work  orders  that  are  completed 
at  the  Waterfront  District  annually,  (approximately  12  percent  of  the  total 
work  orders  completed).11 


1(,Memo  from  Bob  Wang,  Field  Services  Manager  to  Bob  Vasconcellos,  Customer  Services  Division 
Manager,  October  29,  1993. 

lluNumber  of  Monthly  Accounts  with  Estimated  Reads  and  Number  of  Dock  and  Ship  Accounts”, 
from  Marge  Vizcarra,  December  23,  1993.  Number  of  Work  Orders  completed  annually  is  based  upon 
the  Doily  Report  Sheets  for  September,  1993,  annualized  for  12  months. 
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• Further,  one  Inspector  would  be  able  to  perform  the  servicing  of  ships.  The 
equipment  used  could  be  handled  by  one  Inspector,  and  often  ship  hook-ups 
occur  prior  to  the  ship  docking  when  there  is  no  unloading  of  cargo.  If  safety 
is  a particular  concern  because  of  weather  for  instance,  the  SFWD  could  re- 
allocate swing  shift  Inspectors  or  Senior  Inspectors  to  the  job-site  to  complete 
the  hook-up  of  water  service  for  ships.  Because  servicing  of  ships  is  only  a 
small  part  of  the  other  activities  that  are  performed  at  the  district 
(approximately  12  percent  of  all  work  orders  completed),  two  full-time  Water 
Services  Inspectors  are  not  required. 

• There  are  no  Federal  regulations,  nor  any  California  State  Office  of  Safety 
and  Health  Administration  (Cal-OSHA)  regulations  requiring  two  persons  to 
work  on  the  piers  and  service  water  to  ships. 

• The  Water  Services  Inspectors  spend  their  time  performing  other  non- work 
order  activities  that  do  not  require  two  employees.  For  instance,  the 
Inspectors  spend  over  two  hours  daily  driving  around  the  Piers  (four  direct 
labor  hours  for  two  FTEs)  requesting  whether  ships  will  require  fresh  water. 
Instances  were  identified  where  Inspectors  had  left  hook-up  equipment  for 
ships  that  did  not  request  fresh  water,  and  the  Water  Services  Inspectors 
later  had  to  remove  the  equipment.  These  activities  do  not  require  two 
Inspectors. 

• The  SFWD  indicates  that  two  Inspectors  are  needed  to  read  meters  in 
confined  spaces.  However,  the  Field  Services  division  also  has  swing  shift 
Meter  Readers  that  could  perform  these  activities,  since  these  meter  reading 
activities  should  require  less  than  five  days  a month.12 

There  are  currently  no  productivity  standards  for  the  Waterfront  district.  For 
instance,  work  orders  are  carried  over  for  more  than  one  day  because  there  are  no 
specific  standards  on  the  number  of  jobs  that  should  be  completed,  and  as  noted,  the 
Water  Service  Inspectors  spend  a great  deal  of  time  performing  non-productive 
activities  such  as  driving  around  the  piers  with  no  evaluation  as  to  the  productivity 
of  these  efforts.  In  addition,  the  meter  reading  activities  are  not  performed  with 
computerized  hand-held  devices,  but  rather  the  meter  reading  is  still  performed 
using  manual  logs,  as  it  was  prior  to  FY  1987-88  when  all  other  meter  reading 
activities  were  computerized.  By  computerizing  these  meter  reading  activities,  the 
time  spent  and  the  accuracy  of  performing  meter  reading  would  result  in  greater 
efficiency. 

By  implementing  productivity  standards  and  assigning  only  one  Inspector  to 
the  Waterfront  district,  the  SFWD  would  operate  more  efficiently  and  realize  an 
annual  savings  of  approximately  $73,000  annually. 


^Approximately  500  accounts  or  four  meter  reading  books  are  completed  monthly.  Memo  to  the 
Budget  Analyst  from  Field  Services  Manager,  dated  October  29,  1993  indicates  that  swing-shift 
personnel  have  read  338  meter  routes  between  October,  1992  and  September,  1993  as  compared  with 
approximately  434  working  days  that  are  available,  and  therefore  sufficient  swing  shift  staff  is 
available. 
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Sick  Leave  and  Floating  Holiday  Usage  by  Field  Service  Staff 

Civil  Service  personnel  accrue  a total  of  .05  hours  of  sick  leave  for  each  hour 
of  regularly  scheduled  paid  service,  or  one  day  of  sick  leave  per  month.  Up  to  six 
months  (130  working  days)  may  be  accumulated  per  employee.13  The  SFWD  also 
indicates  that  a pattern  of  sick  pay  of  over  12  days  per  year  may,  in  certain  cases,  be 
considered  excessive  and  warrant  discipline.  SFWD  employees  are  also  authorized 
to  take  three  floating  holidays  per  year  according  to  Civil  Service  rules.  As  part  of 
this  management  audit,  the  Budget  Analyst  reviewed  employee  logs  showing  sick 
leave  and  floating  holidays  used,  to  evaluate  whether  sick  leave  usage  is  excessive 
and  whether  the  Field  Services  unit  complies  with  taking  three  floating  holidays  per 
year.  The  following  table  summarizes  the  sick  leave  and  floating  holiday  usage  by 
Field  Services  personnel  for  FY  1992-93. 

Table  1.3.3 

Summary  of  Annual  Sick  Leave  and  Floating  Holiday  Usage 
Field  Services  Division 
FY  1992-9314 


Number  of 
Davs 

0-3 

4-7 

8-12 

13-16 

Over  16  Days 

Total** 


Number  of  Employees 


Floating  Holidays 
Used 

36 

5 

0 

0 

_Q 

41 


Sick  Leave 
Used 

3 

8 

14* 

10 

41 


*Average  sick  leave  taken  is  11  days. 

**Data  available  for  41  of  43  Field  Services  employees. 

The  average  amount  of  sick  leave  taken  is  approximately  11  days  annually, 
including  a total  of  16  employees  (approximately  37  percent  of  the  Field  Services 
staff)  that  have  used  13  or  more  days  of  sick  leave  during  FY  1992-93,  which  is 
considered  excessive  according  to  Civil  Service  and  SFWD  guidelines.  Although  the 
Budget  Analyst  has  not  evaluated  each  individual  case  to  determine  whether  in  fact 
the  sick  leave  used  was  justified,  the  Budget  Analyst  has  identified  excessive  sick 


13Civil  Service  Commission  Rules  Section  22.02  regarding  Sick  Leave. 
14Field  Services  Division  employee  logs,  July,  1992  to  June,  1993. 
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leave  by  analyzing  the  pattern  of  sick  leave  taken.  For  example,  a minimum  of  eight 
employees  used  a sick  day  either  the  day  before  or  the  day  after  their  scheduled 
vacations. 

In  addition,  five  employees  (approximately  12  percent  of  the  Field  Services 
staff)  took  floating  holidays  in  excess  of  the  maximum  allowable  three  floating 
holidays,  including  one  employee  who  took  a total  of  six  floating  holidays  for  FY 
1992-93.  It  is  not  evident  that  any  disciplinary  action  has  been  taken  against 
employees  with  excessive  sick  leave  of  over  12  days  annually.  For  example,  Meter 
Reader  staff  have  continued  to  demonstrate  a pattern  of  high  absenteeism.  On 
average,  four  sick  days  of  sick  leave  has  been  taken  by  each  Meter  Readers  during 
the  first  three  months  of  FY  1993-94,  which  is  an  average  of  16  days  of  sick  leave  on 
an  annual  basis.15  For  purposes  of  this  analysis,  employees  with  less  than  12 
months  of  employment  with  the  Field  Services  unit  were  excluded  because  of 
certain  probationary  employees  that  had  a significantly  high  level  of  absenteeism 
that  would  skew  the  average. 

Given  the  excessive  sick  leave  and  floating  holidays  used  by  field  services 
personnel,  it  is  reasonable  to  assume  that  the  Field  Services  Division  would  improve 
productivity  if  only  three  floating  holidays  were  taken  by  employees  and  if  sick 
leave  policy  were  actively  enforced.  Enforcing  sick  leave  policy  includes  taking  any 
necessary  disciplinary  action  if  an  employee  is  sick  over  12  days  annually.  However, 
a specific  amount  of  savings  from  enforcing  sick  leave  and  floating  holiday  policies 
cannot  accurately  be  derived. 

Conclusion 

The  existing  productivity  standards  of  the  Field  Services  Division  have  been 
evaluated  to  identify  whether  1)  existing  productivity  standards  are  adequately 
monitored  and  2)  whether  existing  productivity  standards  are  sufficient. 

Based  upon  this  review,  the  Budget  Analyst  has  determined  that  the  Field 
Services  Division  needs  to  improve  its  reporting  system  for  completed  work  orders, 
as  1)  the  current  work  order  reporting  system  cannot  account  for  approximately 
12,000  work  orders  completed  or  approximately  14  percent  of  the  83,000  work 
orders  completed  annually,  and  2)  Water  Services  Inspectors  provide  unreliable 
information  regarding  completed  work  orders  using  weighted  average  standards 
that  are  inconsistent  with  existing  productivity  standards.  Meter  Readers  could,  on 
average,  improve  productivity  by  approximately  20  percent. 

Two  Water  Service  Inspectors  are  not  required  at  the  Waterfront  District  as  a 
variety  of  duties  are  performed  in  addition  to  servicing  ships  that  do  not  necessarily 
require  two  Inspectors,  and  activities  that  require  two  personnel,  such  as  meter 
reading  in  confined  spaces,  could  be  performed  by  re-allocating  existing  swing  shift 
meter  reader  personnel.  In  addition,  the  Field  Services  unit  has  not  sufficiently 
monitored  sick  leave  and  floating  holiday  policy  as  the  average  amount  of  sick  leave 


15Emp1oyee  logs  for  Meter  Readers,  July,  1993  through  September,  1993.  The  amount  of  sick  leave 
used  ranges  from  0 to  seven  days  during  these  three  months. 
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taken  annually  is  1 1 days,  including  16  employees  that  have  taken  13  or  more  days 
of  sick  leave  annually.  In  addition,  five  Field  Services  staff  have  taken  floating 
holidays  in  excess  of  the  maximum  three  allowable. 

By  improving  the  productivity  and  efficiencies  of  Field  Services  staff,  and 
reducing  staff  accordingly,  the  SFWD  would  save  approximately  $165,000  annually, 
consisting  of  $92,000  from  improved  productivity  of  meter  readers,  and  $73,000 
from  improved  productivity  at  the  Waterfront  District.  Additional  savings  would  be 
realized  by  improving  the  current  reporting  system  of  completed  work  orders,  and 
from  actively  enforcing  sick  leave  and  floating  holiday  policies.  However,  the  specific 
amount  of  savings  from  these  activities  cannot  be  determined. 

Recommendations 

The  Budget  Analyst  recommends  that  the  SFWD  Customer  Services  Division 
should: 

1.3.1.  Develop  a comprehensive  reporting  system  for  completed  work  orders,  and 
discontinue  the  practice  of  reporting  completed  work  orders  using 
weighted  average  standards. 

1.3.2.  Increase  the  number  of  meters  assigned  to  Meter  Readers  and  reduce  the 
number  of  Meter  Readers  by  2.00  full-time  equivalent  positions. 

1.3.3.  Reduce  the  number  of  Water  Services  Inspectors  assigned  to  the 
waterfront  district  by  1.00  full-time  equivalent  position. 

1.3.4.  Implement  productivity  standards  for  the  Waterfront  District. 

1.3.5.  Re-allocate  swing  shift  meter  reading  staff  to  perform  meter  reading  for 
the  district. 

1.3.6.  Require  that  meter  reading  in  this  district  be  computerized  consistently 
with  all  other  districts. 

1.3.7.  Monitor  and  enforce  all  existing  sick  leave  and  floating  holiday  policies. 
Savings/Benefits 

Approximately  $165,000  annually  would  be  saved  by  the  SFWD,  consisting  of 
$92,000  from  improved  productivity  of  meter  readers,  $73,000  from  improved 
productivity  at  the  Waterfront  District.  Additional  savings  would  be  realized  from 
improving  the  reporting  system  of  completed  work  orders,  and  from  actively 
enforcing  sick  leave  and  floating  holiday  policies.  However,  the  specific  amount  of 
savings  from  these  activities  cannot  be  determined 
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Section  1.4  : Maintenance  And  Service  Of  Water  Department  Vehicles 

• THE  WATER  DEPARTMENT  MAINTAINS  AND  SERVICES  A 
TOTAL  OF  535  VEHICLES  AND  RELATED  EQUIPMENT  AT 
ITS  CITY  DISTRIBUTION  DIVISION  (CDD)  AUTOMOTIVE 
SHOP  FACILITY  IN  SAN  FRANCISCO  AND  AT  ITS 
SUBURBAN  DIVISION  FACILITIES  IN  MILLBRAE  AND 
SUNOL. 

• BASED  ON  A REVIEW  OF  ACTUAL  WORK  ORDERS 
COMPLETED  BY  THE  AUTO  SHOPS,  THE  BUDGET 
ANALYST  FOUND  UP  TO  1,700  HOURS  PER  MONTH  FOR 
WHICH  THERE  WAS  NO  ACCOUNTING.  FURTHER, 
APPROXIMATELY  FOUR  HUNDRED  UNRECORDED  HOURS 
WERE  SPENT  WITHOUT  RESULTS,  AT  AN  ESTIMATED 
COST  OF  BETWEEN  $30,000  AND  $40,0000  ON  TRYING  TO 
DEVELOP  AN  ELECTRIC  VEHICLE  ALTHOUGH  IT  WAS 
CLEAR  THE  DEPARTMENT  DID  NOT  HAVE  THE  RESEARCH 
AND  DESIGN  CAPACITY  TO  MAKE  THE  PROJECT  A 
SUCCESS. 

• IN  ADDITION,  THE  AUTO  SHOPS  DO  NOT  (1)  HAVE 
WRITTEN  PROCEDURES  TO  GOVERN  THE  OVERALL 
REPAIR  AND  MAINTENANCE  OF  ITS  VEHICLES,  (2) 

MAINTAIN  COMPREHENSIVE  LOGS  ON  THE  SCHEDULING 
OF  VEHICLE  REPAIRS  AND  SERVICES,  (3)  KEEP 
ADEQUATE  FILES  ON  COMPLETED  AUTOMOTIVE 
MAINTENANCE  AND  REPAIRS  AND  (4)  HAVE  A WORKABLE 
PLAN  TO  KEEP  AN  INVENTORY  CONTROL  OF  VEHICLE 
PARTS  ASSURING  THAT  SUCH  PARTS  ARE  NOT  WASTED 
OR  STOLEN. 

• BASED  ON  THIS  ANALYSIS,  THE  WATER  DEPARTMENT 
SHOULD  DEVELOP  POLICIES  AND  PROCEDURES  TO 
GOVERN  THE  OPERATIONS  OF  THEIR  AUTO  SHOPS, 

MAINTAIN  COMPLETE  RECORDS  ON  EACH  VEHICLE, 

DEVELOP  A PERSONNEL  TRACKING  SYSTEM  THAT 
IDENTIFIES  THE  TIME  SPENT  BY  EACH  AUTOMOTIVE 
MECHANIC  ON  COMPLETING  THE  REPAIR  AND 
SERVICING  OF  DEPARTMENTAL  VEHICLES,  AND 
IMPLEMENT  AN  INVENTORY  CONTROL  SYSTEM  THAT 
ASSURES  THE  SECURITY  OF  AUTO  PARTS  AND  SUPPLIES. 

IF  improved  record  keeping  FAILS  to  justify 

CURRENT  STAFFING  LEVELS,  THE  D EPARTMENT 
SHOULD  REDUCE  ITS  AUTOMOTIVE  STAFF  AND  RELATED 
OVERTIME  FOR  AN  ANNUAL  ESTIMATED  SAVING  OF 
$165,300. 

• AS  A RESULT  OF  THIS  FINDING,  THE  WATER 
DEPARTMENT  WILL  IMPLEMENT  RECOMMENDED 
IMPROVEMENTS,  REVIEW  ITS  AUTO  SHOP  MANAGEMENT 
AND  WORK  REQUIREMENTS,  AND  WILL  PROPOSE 
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REDUCTIONS  TO  ITS  AUTOMOTIVE  STAFF  AND  RELATED 
COSTS. 

Introduction 

The  Water  Department  has  automotive  repair  and  maintenance  facilities  at 
its  City  Distribution  Division  (CDD)  in  San  Francisco1  and  at  its  Water  Supply  and 
Treatment  Division  in  Millbrae  and  Sunol.  The  San  Francisco  auto  shop  facility  is  a 
separate  unit  within  the  Shops  and  Equipment  Subdivision  of  the  CDD.  The 
Millbrae  auto  shop  facility  is  a separate  unit  within  the  Operations  and 
Maintenance  Subdivision  of  the  Water  Supply  and  Treatment  Division.  In  addition, 
the  Water  Supply  and  Treatment  Division  has  two  automotive  machinists  located  at 
its  Sunol  facility  within  its  Alameda  Operations  Subdivision.  In  total  there  are  23 
budgeted  personnel  including  three  work-ordered  positions  assigned  to  the  City 
Distribution  Division  automotive  maintenance  shops  as  follows: 

Table  1.4.1 
Water  Department 
Budgeted  Auto  Shop  Personnel 


Facility  Location  Number  of  Personnel 

City  Distribution  Division 
Shops  and  Equipment  Subdivision 


Class  7254  Auto  Machinist  Supervisor  I 1 

Class  7306  Automotive  Body  and  Fender  Worker  1 

Class  7309  Car  and  Auto  Painter  1 

Class  7313  Automotive  Machinist  6 

Class  7410  Automotive  Service  Worker  _3 

Subtotal  12 

Work  Order  Positions 

Class  7313  Automotive  Machinist  2 

Class  7410  Automotive  Service  Worker  _1 

Subtotal  _3 

Total  City  Distribution  Division  Auto  Shop  15 

Walcr  Supply  and  Treatment  Division.  Operations  and  Maintenance  Subdivision 
Millbrae  Facility 

Class  7254  Automotive  Machinist  Supervisor  I 1 

Class  7313  Automotive  Machinist  3 

Class  7410  Auto  Service  Worker  _2 

Subtotal  6 

Sunol  Facility 

Class  7313  Automotive  Machinist2 

Total  Water  Supply  and  Treatment  Division  Auto  Shop  _£ 


*The  City  Distribution  Division  (CDD)  facility  also  includes  an  auto  body  repair,  paint  shop,  and 
official  smog  testing  and  certification  station. 

^These  two  Automotive  Machinists  are  supervised  by  the  Assistant  Manager  at  the  Sunol  Facility. 
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Total  Water  Department  Auto  Shop  Personnel 


23 


The  responsibility  to  repair  and  service  Water  Department  vehicles  is  divided 
between  these  two  auto  shops  as  follows: 


Table  1.4.2 
Water  Department 

Type  of  Vehicle,  Location  and  Responsibility  of  Vehicle  Maintenance 


City 

Type  of  Distribution 

Vehicle  San  Francisco 

Water  Supply 
& Treatment 
Peninsula 

Total 

Automobiles 

77 

29 

106 

1/2  Ton  Pick  Up 

67 

46 

113 

3/4  Ton  Pick  Up 

52 

46 

98 

1 to  1 1/2  Ton  Truck 

32 

17 

49 

2 or  more  Ton  Truck 

27 

19 

46 

Special  Vehicles 

10 

28 

38 

Trailers 

0 

3 

3 

Miscellaneous  (inc.  Compressors) 

_2& 

JZ& 

Totals 

315 

216 

531 

The  216  vehicles  assigned  to  the  Water  Supply  & Treatment  Division  are  located  at 
two  sites,  166  vehicles  at  the  Millbrae  facility  and  50  at  the  Sunol  facility. 

Budget  Analyst’s  Evaluation  of  Staffing  Requirements  for  the  Repair  and 
Maintenance  of  Vehicles 

As  part  of  our  review  of  the  Auto  Shop,  the  Budget  Analyst  has  evaluated  the 
adequacy  of  scheduling  and  completion  of  work  assignments  and  the  maintenance  of 
records  to  determine  if  the  overall  efficiency  of  work  performed  is  appropriate. 
Specifically,  the  budget  Analyst  performed  these  activities: 

• Reviewed  the  current  authorized  staffing  levels  and  existing  productivity 
standards  with  divisional  managers; 

• Evaluated  organizational  charts  and  job  descriptions; 

• Reviewed  work  assignment  logs  and  individual  vehicle  files  to  determine 
the  amount  of  scheduled  work  and  actual  work  completed; 

• Requested  copies  of  any  internal  SFWD  memoranda  that  specify  auto 
repair  and  maintenance  policies  and  procedures:  and 

• Reviewed  employee  logs  showing  use  of  overtime  and  the  amount  of  non- 
working hours  such  as  sick  leave  and  vacation  to  determine  the  actual 
amount  of  productive  hours  related  to  actual  work  accomplished  during  a 
one  month  sample. 
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Budget  Analyst’s  Review  of  Productivity 


The  auto  machinists  and  service  workers  undertake  a variety  of  service  and 
repair  jobs  on  Water  Department  vehicles  including  3,000  and  10,000  mile  services, 
engine  tune-ups,  front-end  alignments,  battery  repair  and  replacement,  brake 
repair,  engine  overhaul,  cooling  system  services  and  body  repair  and  painting.  We 
reviewed  available  service  records  for  December,  1993  in  order  to  verify  the  extent 
of  accomplished  automotive  services  and  repairs.  These  included  a review  of  (1) 
daily  logs  which  identified  vehicles  scheduled  for  service  and  repairs  and  (2)  a 
review  of  individual  vehicle  files  which  identified  actual  services  and  repairs 
performed.  The  table  below  summarizes  the  results  of  this  review: 

Table  1.4.3 
Water  Department 
Vehicles  Serviced  and  Repaired 
December,  1993 


Number 

Facility  of  Vehicles 

City  Distribution  Division  86 

Water  Supply  and  Treatment  Division 

Millbrae  Automotive  Facility  8 

Sunol  Automotive  Facility  j6 

Subtotal  14 

Total  100 


The  CDD  Auto  Shop  Supervisor  advises  that  many  automotive  service  and 
repair  jobs  are  not  originally  logged  at  the  beginning  of  the  day  but  that  an  Auto 
Service  Worker  has  been  assigned  at  the  close  of  the  day  to  query  each  shop  auto 
machinist  and  service  worker  as  to  other  work  that  might  occur  as  the  result  of: 

• Safety  checks  performed  daily  by  a automotive  machinist  on  a limited 
number  of  larger  vehicles  that  may  require  immediate  repairs.  Vehicles 
ranging  from  3/4  ton  to  2 1/2  tons  are  inspected  once  every  60  days  as  a 
preventive  maintenance  measure. 

• At  the  start  of  each  day  auto  service  workers  seek  out  vehicles  due  their 
periodic  maintenance  and  schedule  them  for  service.  That  service  may  be 
performed  that  same  day  or  a subsequent  day  depending  on  the 
availability  of  vehicles  for  scheduled  work  by  construction  and 
maintenance  personnel. 

• Auto  shop  personnel  provide  door  to  door  service  to  administrative 
personnel  at  425  Mason  Street  and  other  downtown  locations  for  the 
periodic  maintenance  and  repair  of  their  vehicles. 
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Our  examination  also  included  a comparison  of  the  number  of  hours  worked 
by  the  Auto  Shop  staff  and  the  100  completed  automotive  tasks  identified  in  the 
shop  records  during  December  1993.  The  table  below  summarizes  the  results  of  this 
review: 


Table  1.4.4 

A Comparison  of  Auto  Shop  Staff  Hours 
and  Completed  Automotive  Tasks 
December  1993 


Size  of 

Total 

Number 

Number 

Average 

Automotive 

of  Hours 

of  Jobs 

Hotu*s 

Facility 

Staff 

Worked 

Completed 

Per  Job 

San  Francisco  (CDD) 

13 

2,1023 

86 

24.5 

Peninsula  (Millbrae  & Sunol) 

JL 

1.0784 

J A 

77.1 

Total 

205 

3,180 

100 

31.8 

We  conclude  that  the  Water  Department  Auto  Shops  has  a substantial  amount 
of  unaccountable  hours,  based  on  a comparison  of  actual  hours  spent  on  the  reported 
work  and  the  estimated  time  needed  for  such  work  based  on  standards  used  by  the 
City  Purchaser’s  Central  Shops6.  Based  on  a review  of  these  standards  and  the 
descriptions  provided  in  the  departmental  records  for  the  actual  completed  work,  we 
estimate  that  the  work  reported  should  not  have  taken  more  than  between  1,400  and 
2,000  hours,  instead  of  the  3,180  hours  shown  in  the  table  above.  This  leaves 
between  1,180  and  1,780  hours  of  expended  time  which  can  not  be  identified  from  our 
monthly  sample  of  actual  work  completed. 

To  account  for  these  hours,  auto  shop  supervisors  have  advised  us  that  several 
l other  duties  are  performed  by  their  mechanics  and  service  workers  which  to  date 
have  not  been  the  subject  of  any  proposed  system  that  would  report  how  time  is 
expended.  These  other  duties  include: 

• documenting  work  competed  on  daily  record  cards  maintained  in  individual 
vehicle  file  folders, 

• driving  time  to  service  vehicles  in  the  field, 

• ordering  parts  and  supplies, 

• registering  new  vehicles  and  preparing  them  for  service, 


3 Includes  2,352  work  day  hours  less  332  hours  of  vacation  or  sick  leave  hours.,  plus  82  hours  of 
overtime. 

includes  1,176  work  day  hours  less  97  hours  of  vacation  or  sick  leave  hours. 

5Excludes  two  Automotive  Supervisors  and  one  Automotive  Machinist  who  works  exclusively  on  the 
repair  of  small  equipment  such  as  saws,  lawn  mowers  and  pumps.  This  reduces  the  total  staff  from 
23  to  20. 

6Based  on  comprehensive  automotive  repair  standards  published  in  the  Mitchell  Flat  Rate  Manual. 
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performing  official  smog  inspections, 


• monitoring  the  fuel  pump  island  daily  to  assure  that  drivers  perform  their 
basic  vehicle  services, 

• designating  and  scheduling  for  service  vehicles  parked  at  the  facilities  that 
are  overdue  for  their  periodic  maintenance, 

• fueling  and  servicing  off-road  vehicles  at  remote  sites  adjacent  to  reservoirs 
and  on  other  watershed  property. 

Based  on  discussions  with  automotive  managers  and  staff  we  estimate  that  an 
additional  500  to  600  hours  monthly  can  be  attributed  to  these  other  tasks  which  are 
not  recorded  against  the  actual  repair  or  service  of  any  particular  vehicle. 

After  we  had  presented  our  draft  findings  to  the  Water  Department,  the  CDD 
Superintendent  of  Water  Shops  and  Equipment  and  the  Water  Supply  Division 
Assistant  Manager  reported  that  other  automotive  services  were  performed  that  were 
neither  recorded  on  logs  or  entered  into  the  individual  service  records  during 
December  1993.  Because  we  could  not  substantiate  these  additional  repairs  and 
services,  we  have  not  revised  our  finding  as  to  the  amount  of  actual  repair  and  service 
work  performed. 

Further,  although  not  included  in  the  review  of  the  December  1993  automotive 
records,  the  CDD  automotive  shop  spent  approximately  four  hundred  hours  between 
November  1992  and  August  1993  converting  a 1/2  ton  pick-up  truck  to  electric  power. 
The  Division  manager  knew  that  the  work  had  been  performed  but  did  not  officially 
report  the  activity  to  the  General  Manager  in  the  Division’s  monthly  report.  Because 
the  CDD  did  not  have  an  extensive  research  and  design  capability  to  complete  the  job, 
a workable  model  was  never  realized  and  no  records  were  kept  to  itemize  the 
Department’s  total  expenditures  to  build  and  test  the  electric  vehicle.7  The  Budget 
Analyst  estimates  that  between  $30,000  and  $40,000  in  staff  time  and  materials  were 
expended  on  this  project 

This  leaves  an  estimated  net  total  of  between  580  and  1,280  hours  of 
unaccountable  time  which  can  be  neither  attributed  to  the  completion  of  automotive 
work  assignments  nor  to  other  related  duties  as  described  by  auto  management  staff. 
The  estimated  total  of  580  hours  represents  at  a minimum  three  existing  positions 
(two  auto  machinist  and  an  automotive  service  worker)  that  can  be  reduced  from  the 
automotive  work  force.  This  would  represent  a total  estimated  annual  savings  of 
$156,410  for  salaries  and  fringe  benefits. 

In  addition,  a review  of  recorded  CDD  overtime  between  January  and 
December  1993  found  355  hours  of  questionable  overtime  usage  costing  $8,890  that 
was  not  in  compliance  with  the  list  of  priorities  set  forth  by  the  Shops  and  Equipment 
Superintendent,  such  as  the  repair  of  heavy  equipment  needed  for  emergency  repairs. 


7Based  on  information  cited  in  an  undated  CDD  internal  memo. 
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According  to  the  Auto  Maintenance  Superintendent  the  questionable  hours  were 
necessary  to  cover  the  phone  during  lunch  time  and  provide  additional  hours  on  the 
auto  shop’s  computer  which  are  not  considered  to  be  a priority.  If  these  overtime 
hours  were  not  repeated  in  1994,  a savings  of  $8,890  would  be  realized. 


Auto  Shop  Policies  and  Procedures 

The  Water  Department  has  not  developed  a comprehensive  policies  and 
procedures  manual  or  any  other  guide  for  the  required  operations  of  its  auto  shops. 
The  purpose  of  a policies  and  procedures  manual  is  to  provide  a comprehensive  set  of 
guidelines  for  the  day-to-day  operation  of  and  record  keeping  for  the  auto  shops.  The 
manual  should  include  the  authority  for  shop  activities,  policy  directives,  actual 
procedures  and  forms  related  to  those  procedures,  and  other  relevant  information 
concerning  the  shops’  daily  operation.  A well  developed  procedures  manual  could 
make  the  operations  of  the  Auto  Shop  more  accountable  as  to  the  assignment  of  work 
and  to  its  completion  within  reasonable  time  expectations.  In  addition,  the  manual 
would  outline  procedures  for  other  supportive  auto  shop  activities  such  as  the 
ordering,  storage  and  issuing  of  parts  in  the  most  cost  effective  manner  and  shop 
security. 

Inventory  Control 

The  auto  shops  supervisors  order  most  parts  and  supplies  through  term 
purchase  agreements  to  be  consumed  over  a short  period  of  time  and  to  minimize  the 
need  to  store  large  accumulations  of  parts  and  supplies.  Although  the  parts  store 
room  at  the  San  Francisco  facility  is  generally  secured  from  unauthorized  persons, 
there  is  no  periodic  physical  inventory  count  of  items  actually  in  stock  that  is 
performed  independently.  Under  these  circumstances,  the  automotive  machinist 
supervisor  is  unable  to  verify  if  there  are  parts  missing  from  the  storeroom.  Similar 
conditions  exist  at  the  Peninsula  facility,  although  we  observed  that  the  storeroom  at 
this  facility  remained  open  and  unattended  during  the  noon  lunch  hour  which  could 
invite  unauthorized  visits.  Procedures  should  be  implemented  at  both  auto  shops 
that  provide  for  quarterly  inventory  counts  of  items  actually  in  stock  performed  by 
warehouse  staff  independently  from  the  automotive  staff  and  the  Peninsula  facility 
storeroom  should  be  secured  when  authorized  staff  are  not  in  attendance. 

Conclusion 

Based  on  a sample  review  of  actual  records  of  work  orders  completed,  the 
Water  Department  auto  shops  can  reduce  three  existing  positions  (two  auto 
machinists  and  an  automotive  service  worker)  from  its  current  automotive  work  force 
and  reduce  its  use  of  overtime  substantially  for  an  estimated  annual  savings  of 
$165,300.  Water  Department  CDD  and  Water  Supply  managers  report  that  their 
auto  machinists  and  service  workers  performed  additional  repairs  and  services  that 
were  neither  logged  as  work  to  be  performed  nor  entered  into  vehicle  and  equipment 
service  records  after  the  tasks  had  been  completed.  As  a result  of  this  finding,  the 
Water  Department  will  review  the  management  and  work  requirements  of  its  auto 
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shops,  and  will  reduce  its  automotive  staff  and  related  costs  accordingly  based  on 
their  internal  assessment  of  their  auto  shop  operation. 

In  addition,  the  auto  shops  do  not  have  written  procedures  to  govern  the 
overall  repair  and  maintenance  of  its  vehicles,  maintain  comprehensive  logs  on  the 
scheduling  of  vehicle  repairs  and  services,  keep  adequate  files  on  completed 
automotive  maintenance  and  repairs  and  have  a workable  plan  to  keep  the  parts 
storeroom  secure  from  unauthorized  entry  and  maintain  an  accurate  inventory 
assuring  that  such  parts  are  not  wasted  or  stolen. 


Recommendations 

The  Budget  Analyst  recommends  that  the  SFWD  should: 

1.4.1  Develop  and  implement  automotive  policies  and  procedures  that  govern 
the  operations  and  activities  of  the  two  auto  shop  facilities; 

1.4.2  Maintain  complete  and  accurate  records  for  each  vehicle  that  describes 
fully  the  services  and  repairs  performed; 

1.4.3  Develop  a personnel  tracking  system  that  identifies  the  time  spent  by 
each  automotive  mechanic  on  completing  the  repair  and  servicing  of 
departmental  vehicles; 

1.4.4  Implement  an  inventory  control  system  that  assures  an  independent 
accounting  of  auto  parts  and  supplies  by  the  warehouse  staff. 

Savings/Benefits 

The  Water  Department  could  save  $165,300  annually  with  the  reduction  of 
three  automotive  positions  and  the  substantial  reduction  of  the  use  of  overtime.  In 
addition,  with  the  development  and  implementation  of  written  automotive  policies 
and  procedures,  the  auto  shops  could  increase  their  efficiency  and  accountability  of 
vehicle  maintenance  and  assure  the  authorized  use  of  their  parts  and  supplies. 

The  Budget  Analyst  will  recommend  specific  budget  reserves  during  the  1994- 
95  budget  review  process  to  re-examine  auto  shop  staffing  needs  after 
implementation  of  the  above  recommendations. 
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Section  L5:  Leasing  Hydrant  Water  Meter  Devices  to  Contractors 

• THE  SAN  FRANCISCO  WATER  DEPARTMENT 
CURRENTLY  LEASES  192  HYDRANT  WATER  METER 
CONNECTING  DEVICES  (105-ONE  INCH  METERS  AND 
87-THREE  INCH  METERS)  TO  CONTRACTORS  AND 
PUBLIC  AGENCIES.  THE  THREE  INCH  METERS  ARE 
TURBINE  METERS  BUT  ARE  CURRENTLY  LEASED  AT 
THE  LOWER  MONTHLY  RATE  FOR  DISC/COMPOUND 
TYPE  METERS.  IF  THE  WATER  DEPARTMENT 
IMPLEMENTED  A HIGHER  RATE  FOR  THE  LEASING 
OF  THE  TURBINE  METERS,  AN  ESTIMATED  $38,760 
IN  ADDITIONAL  FEES  COULD  BE  REALIZED 
ANNUALLY. 

• Although  currently  required  to  report 

WATER  USAGE  EVERY  60  DAYS,  AS  MANY  AS  82  OUT 
OF  A TOTAL  OF  192  CONTRACTORS  HAVE  NOT 
REPORTED  THEIR  WATER  USE  ON  TIME  AND  26  OF 
THESE  HAVE  NOT  REPORTED  THEIR  WATER  USAGE 
IN  OVER  ONE  YEAR.  THUS,  A TOTAL  OF  $13,842  IN 
MONTHLY  FEES  AND  AN  UNDETERMINED  AMOUNT 
OF  REVENUES  FOR  WATER  CONSUMPTION  HAVE 
NOT  BEEN  RECEIVED. 

• IF  THE  WATER  DEPARTMENT  ASSESSED  A $100.00 
PENALTY  FOR  EACH  MONTH  A CONTRACTOR  FAILS 
TO  REPORT  THEIR  CURRENT  WATER  USAGE, 

THERE  SHOULD  BE  A MORE  TIMELY  RESPONSE 
FROM  CONTRACTORS  TO  REPORT  THEIR  WATER 

consumption.  Otherwise,  based  on  the 

CURRENT  REPORTING  RECORD,  THE  WATER 
DEPARTMENT  COULD  ASSESS  A TOTAL  OF  $64,700  IN 
PENALTIES. 


Introduction 

As  part  of  its  current  duties,  the  Meter  Repair  Shop,  a sub-division  within 
the  City  Distribution  Division  (CDD),  currently  administers  a total  of  192 
agreements  with  contractors  to  provided  hydrant  water  meter  connecting  devices. 
These  agreements  authorize  contractors  to  attach  water  meter  connecting  devices 
to  either  a designated  fire  hydrant  or  to  various  fire  hydrants1  in  order  to 
discharge  water  per  a specified  purpose.  Such  contracts  are  primarily  with  local 
utility  companies  and  construction  contractors  for  specified  water  usage  such  as 
wetting  down  construction  sites,  cleaning  large  surfaces  by  pressure  washing  or 
the  washing  of  transformers.  The  Meter  Repair  Shop  leases  one  inch  and  three 


1A  total  of  70  meter  connections  are  permitted  to  be  attached  to  fire  hydrants  at  more  than  one 
location  to  provide  the  contractor  greater  flexibility  in  obtaining  the  City’s  water  resources. 
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inch  water  meter  devices  depending  on  the  volume  capacity  needs.  The  one  inch 
meter  provide  approximately  41  gallons  of  water  per  minute  while  the  three  inch 
meter  provides  approximately  350  gallons  of  water  per  minute. 

In  support  of  these  efforts,  the  Customer  Accounts  unit  within  the 
Customer  Services  Division  (CSD)  bills  the  contractors  based  on  a monthly  rate  for 
the  use  of  the  meter  and  for  the  actual  consumption  of  water  used. 

As  part  of  this  management  audit,  the  Budget  Analyst  has  interview 
personnel  in  the  CDD  Meter  Repair  Shop  and  CSD  Customer  Accounts,  evaluated 
the  policies  and  procedures  that  are  used  to  administer  the  leasing  of  water 
meters  to  contractors,  reviewed  reporting  systems  on  active  and  delinquent 
accounts  and  collected  information  from  other  water  jurisdictions  on  their 
administration  of  contracts  for  the  purchase  of  water  through  the  leasing  of 
hydrant  water  meter  devices. 


Current  Monthly  Rates  for  Hydrant  Water  Meter  Devices  Leased  to  Contractors 

The  current  monthly  charges  for  the  hydrant  water  meter  devices  leased  by 
the  San  Francisco  Water  Department  to  individual  contractors  are: 

Meter  Size  Type  of  Meter  Monthly  Charges 

One  Inch  Disc/Compound  $ 7.60 

Three  Inch  Disc/Compound  40.90 

The  three  inch  meters  that  are  provided  to  contractors  are  the  class  turbine 
meters  which  provide  a greater  accuracy  with  higher  flow  capacities  than  either 
the  disc  or  compound  meters.  At  the  present  time  the  Water  Department  is 
charging  a lower  disc  or  compound  meter  rate  for  these  three  inch  turbine 
meters.  Therefore  the  San  Francisco  Water  Department  could  request  a higher 
monthly  fee  for  its  three  inch  turbine  hydrant  water  meter.  For  example  the 
monthly  charge  for  a four  inch  disc/compound  meter  is  $81.80  while  the  monthly 
charge  for  a four  inch  turbine  meter  is  $148.80,  an  increase  of  82  percent. 
Currently,  the  Water  Department  does  not  have  a monthly  rate  charge  for  a three 
inch  turbine  meter  in  its  rate  schedules  for  water  service. 

A comparison  of  rates  charged  for  three  inch  turbine  meters  in  other  San 
Francisco  Bay  Area  water  districts  finds  that  the  San  Francisco  Water 
Department  charges  the  least  amount  for  this  type  of  meter.  The  comparisons  in 
the  table  below  includes  the  monthly  charges  for  three  other  local  water 
jurisdictions  and  the  percent  that  each  other  jurisdiction  is  greater  than  the  fee 
amount  charged  by  the  San  Francisco  Water  Department: 
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Table  1.5.1 

A Comparison  of  Monthly  Fees  for  Three  Inch  Water  Meters 
S F Water  Department  and  Three  Other  Local  Water  Jurisdictions 


Monthly  Charge 

Percent 

Water  District 

for  3 Inch  Meter 

Greater 

San  Francisco  Water  Department 

$ 40.90 

Marin  Municipal  Water  District 

56.60 

38.4 

East  Bay  Municipal  Utilities  District 

68.52 

67.5 

San  Jose  Water  Company 

78.90 

92.9 

If  the  Water  Department  included  a monthly  service  charge  for  the  three 
inch  turbine  water  meter  device  at  a higher  amount  that  equals  the  amount 
currently  charged  by  the  San  Jose  Water  Company,  it  would  increase  the  current 
monthly  rate  charged  by  the  San  Francisco  Water  Department  by  $38.00  from 
$40.90  to  $78.90.  Based  on  current  records  of  on-going  contracts  as  identified  by 
the  Water  Department’s  Customer  Services  Division,  a total  of  85  three  inch 
turbine  water  meters  are  currently  leased  out  by  the  Water  Department.  If  these 
turbine  water  meters  were  leased  at  the  higher  rate  of  $78.90  per  month,  $38.00 
more  than  the  current  monthly  fee  charged,  the  Water  Department  would 
increase  its  fees  for  these  meters  by  $38,760  annually.2 


Compliance  with  Contract  Provisions 

There  are  no  written  procedures  that  oversee  the  leasing  of  hydrant  water 
meters  to  contractors  and  the  processing  of  their  payments  for  meter  fees  and  the 
consumption  of  water.  However,  the  Meter  Shop  in  the  City  Distribution  Division 
(CDD)  and  the  Customer  Accounts  in  the  Customer  Services  Division  (CSD)  do 
share  information  with  each  other  as  to  the  status  of  existing  accounts  associated 
with  ongoing  contractual  services. 

Based  on  a review  of  existing  agreements  to  lease  water  meters  from  the 
Water  Department,  we  have  found  that  82  contracts  out  of  a total  of  192  or  42.7 
percent  of  all  contracts  are  not  in  compliance  with  the  billing  requirements 
specified  in  the  contractor  agreement.  These  require  that  the  contractor  return 
the  water  meter  every  two  months  for  billing,  inspection  and,  if  necessary, 
repairs.3  Of  the  82  delinquent  accounts  a total  of  26  or  31.7  percent  of  the  total 
delinquent  accounts  have  not  been  reported  for  over  a year.  Included  in  the  total 
192  outstanding  contracts  are  14  separate  contracts  with  Pacific  Gas  and  Electric 
Company  (P.  G.  & E.)  of  which  11  contracts  are  not  in  compliance  with  the 
contract  reporting  requirements  and  four  of  these  11  contracts  have  not  reported 
their  water  consumption  for  more  than  a year.  Based  on  a tabulation  of 


2Based  on  the  calculation  of  $38.00  increased  monthly  rate  times  12  months  times  85  outstanding 
contracts  for  the  leasing  of  three  inch  turbine  meters. 

Previously,  the  contractor  was  required  to  bring  the  hydrant  meter  in  to  CDD  Meter  Repair  Shop 
only  once  a year  for  billing  and  inspection. 


Board  of  Supervisors  Budget  Analyst 

43 


Section  1.5 


delinquent  accounts  and  the  number  of  months  each  account  has  not  had  its 
water  consumption  tabulated  and  billed,  a total  of  647  months  (379  months 
associated  with  one  inch  meters  and  268  months  associated  with  three  inch 
meters)  totaling  $13,842  in  monthly  charges  remain  unpaid.  In  addition,  the  cost 
of  any  water  that  would  have  been  consumed  during  these  months  and  tabulated 
from  a reading  of  the  leased  meters  would  also  be  due  and  payable. 

The  CSD  Customer  Accounts  supervisor  reports  that  contractors  are 
advised  twice  in  writing  that  their  accounts  are  delinquent.  However,  these 
notices  have  not  been  successful  in  reducing  the  number  of  delinquent  accounts. 
In  addition,  the  CSD  Customer  Accounts  supervisor  has  notified  the  CSD  Field 
Services  unit  to  seek  out  the  delinquent  meters  at  the  known  work  site  addresses, 
but,  because  the  meters  are  seldom  found  at  these  specified  locations,  such 
attempt  to  retrieve  the  leased  meters  have  also  proved  unsuccessful.  After  several 
months,  the  account  becomes  inactive,  the  meter  listing  is  removed  from  the 
billable  accounts  monthly  report,  the  contractor’s  deposit  is  forfeited  and  the 
hydrant  meter  is  included  in  a separate  list  of  lost  or  stolen  hydrant  water  meters. 
The  current  list  of  23  lost  or  stolen  hydrant  meters  has  been  provided  to  CSD  Field 
Services  so  each  CSD  Water  Inspector  is  alerted  that  such  meters  may  be  found 
illegally  attached  to  a fire  hydrant.  Both  the  Customer  Accounts  and  Meter  Shop 
supervisors  advise  that  the  Water  Department  has  had  little  success  in  retrieving 
lost  or  stolen  hydrant  water  meters.  After  several  hydrant  meters  have  been 
acknowledged  to  be  lost  or  stolen,  the  Meter  Shop  Supervisor  completes  the 
necessary  purchase  order  to  restock  his  inventory  accordingly.4 

The  San  Jose  Water  Company  currently  imposes  a recurring  monthly 
penalty  of  $25.00  on  each  contractor  who  fails  to  comply  with  the  reporting 
requirements  of  the  contract.  If  the  San  Francisco  Water  Department  were  to 
impose  a $100.00  per  month  penalty  against  contractors  who  do  not  comply  with 
contractual  reporting  procedures,  improved  contractual  compliance  could  be 
expected.  If  current  contract  reporting  deficiencies  were  occurring  with  such  a 
monthly  penalty  in  place,  a total  of  $64,700  could  have  been  assessed  on  existing 
contractual  agreements  with  reporting  deficiencies. 


Conclusion 

The  San  Francisco  Water  Department  currently  leases  192  hydrant  water 
meter  devices  to  contractors  and  public  agencies  that  are  to  be  used  for  various 
commercial  and  industrial  purposes  such  as  power  washing  large  surfaces  and 
watering  down  construction  sites.  Although  the  larger  three  inch  meters  that  are 
leased  to  contractors  are  turbine  water  meters,  the  monthly  fee  charged  for  these 
meters  are  identified  at  a lower  fee  schedule  rate  established  for  disc/compound 
meters.  Based  on  fees  charged  by  other  local  Bay  Area  water  jurisdictions  for 
three  inch  hydrant  meters,  the  Water  Department  could  increase  their  revenues 
from  fees  for  three  inch  turbine  meters  by  an  estimated  $38,760  annually.  In 


4ln  1993  the  Meter  Shop  Supervisor  re-ordered  eight  three  inch  turbine  water  meters  at  a unit  price 
of  $496  for  a total  cost  of  $3,968.00  as  the  result  of  lost  or  stolen  meters. 


Section  1.5 


Hoard  of  Supervisors  Budget  Analyst 
44 


addition,  because  as  many  as  82  out  of  a total  of  192  contractors  have  not  reported 
their  water  use  on  time  as  required  by  their  contractual  obligation,  the  Water 
Department  has  not  been  able  to  collect  an  estimated  $13,842  in  monthly  fees  and 
an  undetermined  amount  of  revenue  for  water  consumption. 


Recommendations 

The  Budget  Analyst  recommends  that  the  SFWD  should: 

1.5.1  Revise  the  current  monthly  fee  schedule  for  the  leasing  of  its  three  inch 
hydrant  water  meter  to  reflect  that  it  is  a turbine  class  water  meter 
rather  than  a disc/compound  water  meter.  This  revision  requires  the 
addition  of  a new  fee  charge  for  a three  inch  turbine  water  meter. 

1.5.2  Implement  a penalty  fee  in  contractual  agreements  with  contractors 
which  lease  hydrant  meters  by  assessing  $100.00  for  each  month  that  the 
contractor  does  not  comply  with  the  reporting  requirements  of  the 
contract. 

1.5.3  Prepare  written  procedures  that  direct  the  duties  and  responsibilities  of 
the  City  Distribution  Division  meter  shop  and  the  Customer  Services 
Division  customer  accounts  which  detail  the  steps  to  administer 
contracts  to  lease  hydrant  water  meter  devises  and  to  oversee  the  billing 
and  payment  of  fees  process. 

Savings/  Benefits 

The  implementation  of  these  recommendations  should  increase  revenues 
for  the  leasing  of  hydrant  water  meters  by  an  estimated  $38,760  annually  and 
improve  the  current  record  of  contractor  compliance  with  the  required  two  month 
reporting  of  their  water  consumption. 
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Section  1.6  : Water  Conservation  Program 

• IN  FY 1993-94  THE  SFWIYS  WATER  CONSERVATION 
PROGRAM  IS  STARTING  TO  SHIFT  FROM  A 
DROUGHT-RELATED  FOCUS  ON  WATER 
RATIONING,  TO  IMPLEMENTING  WATER 
CONSERVATION  EFFORTS  SPECIFIED  IN  A 
MEMORANDUM  OF  UNDERSTANDING  SIGNED  IN 
1991  WITH  THE  STATE  WATER  RESOURCES 
CONTROL  BOARD. 

• The  existing  program  staff,  which  consists 

OF  A COORDINATOR,  AN  INSPECTOR,  A WATER 
SERVICES  CLERK  AND  A SECRETARY  II,  ARE 
SUFFICIENT  TO  CARRY  OUT  THE  CITY’S 
OBLIGATIONS  UNDER  THE  TEN- YEAR  MOU,  WHICH 
EXPIRES  IN  2001.  BY  USING  EXISTING  STAFF,  THE 
SFWD  WILL  AVOID  ADDITIONAL  COSTS 
PREVIOUSLY  ESTIMATED  AT  $287,000  ANNUALLY 
FOR  NEW  WATER  INSPECTOR  POSITIONS. 

• THE  COORDINATOR  SHOULD  DEVELOP 
MEASURABLE  WATER  CONSERVATION  GOALS  FOR 
EACH  PROGRAM  ACTIVITY.  ALL  FUTURE  PROJECT 
FUNDING  SHOULD  BE  BASED  ON  INTERNAL 
PROGRAM  EVALUATIONS  THAT  MEASURE  NOT 
ONLY  COMPLIANCE  WITH  MOU  REQUIREMENTS, 

BUT  MORE  IMPORTANTLY  QUANTIFY  LONG-TERM 
WATER  SAVINGS. 

Introduction 

The  State  Urban  Water  Management  Planning  Act  of  1983  (AB797)  required  all 
large  water  supply  agencies  to  implement  a comprehensive  long-term  water 
conservation  program.  Under  AB797,  the  SFWD  was  required  to  prepare  a 1985 
Urban  Water  Management  Plan,  which  was  adopted  by  the  Board  of  Supervisors. 
On  the  basis  of  this  plan,  the  Water  Department  began  to  produce  and  disseminate 
conservation  information  through  a variety  of  media,  including  pamphlets,  public 
service  announcements  on  radio  and  television,  and  classroom  educational 
materials.  Other  measures  included  a leak  detection  program  and  monitoring  of 
large  municipal  accounts.  In  FY  1988-89  the  SFWD  established  a Conservation 
Coordinator  position. 

The  severe  drought  that  lasted  from  1987  to  1993  increased  the  urgency  of  water 
conservation  efforts.  During  the  drought,  the  Water  Rationing  Program  started 
conducting  inspections  designed  to  yield  water-saving  recommendations,  known  as 
“conservation  audits,”  as  a way  to  help  customers  avoid  excess  charges.  These 
conservation  inspections  were  conducted  at  the  request  of  customers.  A 1.0  FTE 
Water  Services  Inspector  budgeted  under  the  Water  Conservation  Program  worked 
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with  five  Rationing  Program  Water  Services  Inspectors  to  answer  these 
conservation  inspection  requests. 

In  August  of  1991  the  Board  of  Supervisors  approved  Resolution  No.  707-91  to  enter 
into  a ten-year  Memorandum  of  Understanding  Regarding  Urban  Water 
Conservation  in  California  (MOU).  The  MOU  was  negotiated  between  large  urban 
water  suppliers,  State  agencies  and  environmental  groups,  and  represented  a 
commitment  on  the  part  of  urban  water  suppliers  to  implement  specific  water 
conservation  efforts  over  the  ten  year  period  from  1991  to  2001. 

The  apparent  end  of  drought  conditions  has  led  members  of  the  Board  of 
Supervisors  to  request  a thorough  examination  of  the  Water  Conservation  Program 
in  the  context  of  this  management  audit.  This  section  includes  a review  of  the 
requirements  of  the  MOU  and  the  City's  efforts  to  comply,  an  analysis  of  the  water 
conservation  inspection  workload  under  the  MOU,  and  an  examination  of  how 
improved  program  evaluation  could  enhance  the  effectiveness  of  the  SFWD’s  water 
conservation  efforts. 

Compliance  with  Urban  Water  Conservation  MOU 

The  State  Water  Resources  Control  Board,  (the  State  Board)  makes  statewide  water 
rights  decisions.  The  State  Board  convened  the  San  Francisco  Bay/Sacramento-San 
Joaquin  Delta  Estuary  hearings  in  1991  to  determine  freshwater  flow  and  water 
rights  decisions.  The  hearings  are  ongoing,  and  expected  to  last  for  a ten-year 
period.  The  MOU  signed  by  San  Francisco  and  other  large  water  districts  in 
California  was  designed  to  take  urban  water  supplies  off  of  the  bargaining  table  in 
the  Bay-Delta  hearings  before  the  State  Board,  in  exchange  for  an  urban 
commitment  to  carry  out  a series  of  water  conservation  initiatives  known  as  “Best 
Management  Practices”  (BMPs),  outlined  in  the  MOU.  The  MOU  states  that  these 
conservation  practices  are  to  be  in  addition  to  programs  which  may  be  instituted 
during  droughts.  The  MOU  required  the  City  to  submit  annual  progress  reports  to 
the  State  Board.  The  MOU  does  not  contain  sanctions  for  failure  to  implement  the 
BMPs,  although  ultimately  State  Board  water  supply  decisions  could  be  effected  by 
non-compliance  with  the  agreement. 

The  MOU  outlines  requirements  and  options  for  implementing  the  following  BMPs, 
which  are  listed  in  summary  form: 

• Adoption  of  landscape  water  conservation  requirements. 

• Adoption  of  water  waste  prohibition  regulations  regarding  gutter  flooding, 
etc. 

• Review  of  proposed  new  commercial  and  industrial  water  use. 

• Enforcement  of  plumbing  fixture  standards  including  requirements  for  ultra- 
low  flush  toilets  in  all  new  construction,  and  support  for  retrofit  of  existing 
fixtures. 
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• Replacement  of  toilet  fixtures  with  ultra-low  flush  toilets  in  residential, 
commercial  and  industrial  buildings. 

• Providing  financial  incentives  for  water  conservation. 

• Offering  water  audits  and  incentive  programs  to  the  top  20  percent  (in 
volume  of  water  use)  of  residential  and  governmental  customers. 

• Offering  large  landscape  water  audits  and  conservation  incentives  to  all 
customers  with  more  than  3 landscaped  acres  of  land. 

• Offering  water  audits  and  incentive  programs  to  the  top  10  percent  (in 
volume  of  water  use)  of  commercial  and  industrial  customers. 

• Promoting  single  family  residential  landscape  water  conservation  through 
guidelines,  information  and  incentives. 

• Providing  public  information  on  water  conservation  to  community  groups, 
media,  customers  and  schools. 

• Distribution  system  leak  detection  and  repair. 

• Metering  with  commodity  rates  for  all  new  connections  and  retrofit  of 
existing  connections  to  permit  billing  by  volume  of  use. 

• Adopting  conservation  pricing  for  water  and  sewer  service. 

• Designation  of  a water  conservation  coordinator. 

The  MOU  contains  minimum  implementation  standards  and  a schedule  of 
implementation  over  the  ten  year  life  of  the  MOU. 


Several  of  the  BMPs  can  be  implemented  without  active  Conservation  Program 
participation.  For  example,  the  Department  of  Public  Works  (DPW)  enforces 
plumbing  fixture  standards  in  new  construction,  the  SFWD  Rate  Administrator 
establishes  commodity  rates  to  encourage  water  conservation,  and  system  leak 
detection  efforts  are  managed  by  the  SFWD  Water  Supply  and  Treatment  Division. 
The  City  has  already  enacted  legislation  regarding  ultra-low  flush  toilets,  landscape 
water  conservation  requirements,  and  water  waste  prohibition.  Thus  the 
Conservation  Program  itself  focuses  on  conducting  conservation  audits  of 
commercial,  industrial,  large  landscape  and  governmental  customers;  providing 
incentives  for  water  conservation;  and  disseminating  public  information  to  promote 
water  conservation,  including  demonstration  programs  and  school  curricula. 
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Conservation  Inspections1 


The  conservation  inspections  required  under  the  MOU  are  the  most  labor-intensive 
component  of  the  Conservation  Program.  A typical  commercial  account  inspection 
requires  a half  day  of  an  Inspector’s  time,  as  well  as  scheduling  and  other  clerical 
time.  SFWD  conservation  inspections  are  evaluations  of  a particular  customer’s 
water  fixtures  and  water  usage  patterns.  After  a completed  inspection,  the  customer 
receives  an  itemized  list  of  needed  repairs  and  water-saving  measures  that  could  be 
implemented.  Customers  are  not  required  to  take  this  advice,  but  major  water  users 
have  a financial  incentive  to  adopt  measures  that  could  lower  their  water  bills. 

The  SFWD  Water  Conservation  Program  did  not  begin  to  systematically  offer 
inspections  to  target  high  volume  users  until  early  1994.  Prior  to  that  time,  the 
SFWD  provided  conservation  inspections  to  any  customer  who  requested  this  kind 
of  assistance  in  order  to  avoid  excess  use  charges  under  water  rationing.  Through 
the  Rationing  Program,  up  to  six  inspectors  (depending  on  the  fiscal  year)  were 
assigned  to  perform  conservation  inspections.  The  Water  Rationing  Program 
conducted  approximately  12,150  conservation  inspections  from  FY1987-88  to 
FY1992-93.  Of  these  12,150  inspections,  approximately  850  were  conducted  for 
customers  who  are  in  the  high-use  categories  targeted  in  the  MOU.  The  SFWD  is 
still  obligated  under  the  MOU  to  offer  conservation  inspections  to  the  full  list  of 
target  high  volume  water  users. 

When  the  Water  Rationing  Program  was  dismantled  in  1993,  after  increased 
precipitation  allowed  the  SFWD  to  end  mandatory  rationing,  the  SFWD  argued  that 
I the  Water  Conservation  Program  should  retain  two  of  the  Rationing  Inspectors  (for 
a total  of  three  Conservation  Inspectors),  three  Clerks,  a Senior  Administrative 
Analyst  and  a Secretary,  primarily  to  pursue  MOU  conservation  inspections.  The 
Board  of  Supervisors  instead  authorized  the  Department  to  retain  a temporary 
Water  Services  Clerk  and  Secretary,  but  continued  to  limit  the  Inspector  staff  to  1.0 
FTE.  At  the  outset  of  this  management  audit  SFWD  administrators  stated  their 
intent  to  request  two  additional  Inspector  positions  in  a supplemental  appropriation 
or  in  their  FY1994-95  budget  request.  As  a result  of  analysis  conducted  by  a new 
Program  Administrator  to  comply  with  management  audit  information  requests,  the 
SFWD  decided  not  to  request  additional  Conservation  Program  staff  at  this  time. 
This  analysis  concluded  that  the  MOU  conservation  inspection  requirements  could 
be  met  using  the  existing  1.0  FTE  Inspector  position. 

The  Conservation  Program  Administrator  developed  a schedule  of  conservation 
inspections  that  would  meet  the  MOU  requirements  and  could  be  carried  out  by  a 
1.0  FTE  Inspector.  According  to  this  schedule,  by  the  end  of  the  MOU  period  the 
SFWD  will  have  contacted  all  target  commercial,  industrial,  government,  large 
landscape  and  multi-family  residential  customers.  Although  this  schedule  omits 
conservation  inspections  of  single  family  residential  customers,  according  to  the 
MOU  the  SFWD  will  be  in  compliance  as  long  as  administrators  demonstrate  that 


iFor  the  purposes  of  this  report,  we  will  use  the  term  “conservation  inspection”  rather  than 
“conservation  audit”.  Although  the  MOU  refers  to  “audits,”  we  wish  to  avoid  confusion  between  the 
audits  conducted  by  SFWD  inspectors  for  the  Conservation  Program,  and  this  management  audit  of 
the  SFWD. 
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their  chosen  focus  achieves  comparable  or  greater  levels  of  water  conservation  to 
those  projected  using  the  BMP  standards.  Based  on  the  volume  of  customer- 
initiated  requests  received  during  water  rationing,  the  schedule  assumes  higher 
participation  rates  (i.e.  positive  responses  to  SFWD-initiated  inspection  offers)  than 
those  used  in  the  MOU.  Our  evaluation  of  this  plan  concludes  that  it  can  reasonably 
be  implemented  by  a 1.0  FTE  Inspector  by  FY2000-01. 

Program  Evaluation 

Program  evaluation  should  be  an  integral  part  of  the  Water  Conservation  Program. 
A schedule  for  implementing  all  MOU  requirements  (not  only  conservation 
inspections)  by  FY  2000-01  should  be  developed  and  updated  annually,  using 
reasonable  assumptions  based  on  the  existing  staffing  level.  Furthermore,  although 
the  City  made  a commitment  to  comply  with  the  MOU,  program  activities  are 
ultimately  only  justified  insofar  as  they  help  to  reduce  long-term  water 
consumption.  In  addition  to  the  conservation  inspections,  which  cost  approximately 
$162,000  with  staff  and  equipment,  the  Program  has  approximately  $393,000  in 
project  funding  in  FY1993-94  for  activities  such  as  a rebate  program  to  encourage 
owners  of  multifamily  residential  buildings  to  install  ultra-low  flush  toilets,  and  a 
contract  to  develop  elementary  school  curricula  on  water  conservation.  Very  little 
internal  evaluation  has  been  done  of  the  relative  merits  of  these  and  other 
Conservation  Program  activities. 

The  immediate  financial  savings  from  water  conservation  is  realized  by  customers 
rather  than  the  SFWD.  The  SFWD  benefits  from  water  conservation  because 
reduced  demand  makes  the  City’s  water  system  less  vulnerable  to  drought-year 
shortages.  The  Water  Conservation  Program  needs  to  develop  a methodology  for 
assigning  a monetary  benefit  to  gallons  saved,  so  that  program  benefits  can  be 
compared  with  costs,  and  alternative  activities  can  be  compared  with  each  other. 

The  first  step  to  make  program  evaluation  possible  must  be  to  establish  complete 
databases  to  measure  program  results.  The  results  of  the  conservation  inspections 
can  easily  be  measured  by  tracking  water  usage  of  customers  before  and  after 
inspections,  and  long-term  results  can  be  compared  with  short-term  results. 
Furthermore,  assumptions  used  to  prioritize  inspections  by  customer  type  (such  as 
commercial  and  multi-family  residential  vs.  single-family  residential)  can  be 
verified.  No  comprehensive  tracking  system  has  ever  been  applied  to  the  more  than 
1,000  conservation/rationing  inspections  that  have  been  completed,  to  evaluate  the 
types  of  conservation  measures  that  (1)  are  most  readily  implemented  by  customers; 
and  (2)  lead  to  the  greatest  water  savings. 

The  results  of  rebate  programs  can  similarly  be  tracked  and  compared  with  non- 
participant accounts.  The  value  of  demonstration  programs  can  at  least  be 
estimated  in  terms  of  potential  savings  from  wider  implementation  of  the  model 
activities.  The  educational  and  public  information  components  of  the  program  are 
more  difficult  to  evaluate,  but  even  these  areas  can  be  examined  to  compare  levels 
of  participation  among  the  various  activities,  and  to  evaluate  whether  key  customer 
groups  are  being  reached. 
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The  Conservation  Program  has  sufficient  staff,  with  the  FY1993-94  addition  of  a 
Clerk  and  Secretary,  to  perform  thorough  program  evaluations  and  provide  annual 
performance  reports  to  the  PUC.  New  projects  should  be  postponed  until  evaluation 
procedures  for  ongoing  projects  are  implemented.  The  PUC  should  only  approve 
program  funding  for  Water  Conservation  projects  on  the  basis  of  results-oriented 
evaluations  of  project  achievements. 

Conclusion 

In  FY1993-94  the  SFWD’s  Water  Conservation  Program  is  starting  to  shift  from  a 
drought-related  focus  on  water  rationing,  to  implementing  water  conservation 
efforts  specified  in  a Memorandum  of  Understanding  signed  in  1991  with  the  State 
Water  Resources  Control  Board.  The  existing  program  staff,  which  consists  of  a 
Coordinator,  an  Inspector,  a Water  Services  Clerk  and  a Secretary  II,  are  sufficient 
to  carry  out  the  City’s  obligations  under  the  ten-year  MOU,  which  expires  in  2001. 
Previous  plans  for  new  Water  Inspector  staff  that  would  cost  approximately 
$287,000  annually  will  be  avoided. 

The  Coordinator  should  develop  measurable  water  conservation  goals  for  each 
activity  funded  under  the  program.  Future  program  funding  should  be  based  on 
program  evaluations  that  measure  not  only  compliance  with  MOU  requirements, 
but  more  importantly  quantify  long-term  water  savings. 

Recommendations 

The  Water  Conservation  Program  Coordinator  should: 

1.6.1  Expand  the  conservation  inspection  MOU  compliance  plan  to  include  a plan 
for  all  aspects  of  MOU  compliance,  based  on  the  current  level  of  permanent 
and  temporary  staff  over  the  seven-year  remaining  life  of  the  MOU.  Prepare 
annual  updates  of  compliance  plan.  No  new  staff  should  be  requested  to 
comply  with  the  MOU. 

1.6.2  Immediately  initiate  a program  evaluation  process,  starting  with  establishing 
complete  databases  to  measure  program  results.  Prepare  annual  performance 
reports  for  presentation  to  the  PUC  that  cover  the  entire  program  budget  and 
measure  actual  water  savings. 

Savings/Benefits 

Development  and  implementation  of  an  MOU  compliance  plan  based  on  current 
staffing  levels  should  enable  the  sfwd  to  meet  its  obligations  under  the  mou  without 
additional  personnel  expenses.  Initiation  of  an  on-going  program  evaluation  process 
should  enable  more  effective  program  planning,  and  maximize  the  long-term  water- 
saving benefits  of  the  water  conservation  program.  By  using  existing  staff,  the 
SFWD  will  avoid  additional  costs  previously  estimated  at  $287,000  annually  for  new 
water  inspector  positions. 
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Section  in  Opportunities  to  Improve  management  Practices 

Station  II.  1:  Training  and  Procedures  Manuals 

• OF  SFWD’S  THREE  OPERATING  DIVISIONS, 

THE  CITY  DISTRIBUTION  DIVISION  IS  THE 
ONLY  DIVISION  DEVELOPING  A FORMAL 
TRAINING  PROGRAM  FOR  ITS  EMPLOYEES. 

• A COMPREHENSIVE  PLAN  TO  TRAIN  THE 
OTHER  TWO  OPERATING  DIVISIONS’ 

EMPLOYEES  MUST  BE  DEVELOPED. 

EMPLOYEE  TRAINING  IS  CRITICAL  TO  THE 
DIVISIONS’  ABILITY  TO  RELIABLY  SUPPLY 
QUALITY  WATER. 

• IN  ADDITION,  THE  WATER  SUPPLY  AND 
TREATMENT  DIVISION  DOES  NOT  HAVE  A 
POLICIES  AND  PROCEDURES  MANUAL. 

• SUCH  A MANUAL  IS  AN  IMPORTANT  STEP  TO 
ENSURE  THAT  THE  ACTIONS  OF  STAFF  ARE 
CONSISTENT  WITH  THE  POLICIES,  GOALS, 

AND  OBJECTIVES  OF  THE  DIVISION, 

DEPARTMENT,  THE  PUC,  AND  THE  CITY. 

• DIVISION  EMPLOYEES  REQUIRE  A POLICIES 
AND  PROCEDURES  MANUAL  TO  ASSIST  THEM 
IN  THE  PERFORMANCE  OF  THEIR  DUTIES  AND 
RESPONSIBILITIES,  AND  A REFERENCE  FOR 
DIVISION  POLICIES  AND  OPERATIONS. 

This  section  includes  two  issues  important  to  the  SFWD’  ability  to  direct  a skilled 
and  coordinated  work  force:  1)  well  thought  out  training;  and  2)  clearly  presented 
policies  and  procedures. 

1.  Supervisor  and  Employee  Trainin^.a»giam 

Of  SFWD’s  three  operating  divisions,  the  City  Distribution  Division  is  the  only 
division  developing  a training  program  for  its  employees.  A comprehensive  plan 
to  train  the  operating  Divisions’  employees  should  be  developed.  Employee 
training  is  critical  to  the  Divisions’  ability  to  reliably  produce  quality  water. 
Training  gives  new  employees  information  they  need  to  do  their  work  the  way  the 
Division  wants  it  done. 

Training  gives  all  employees  a chance  to  find  out  if  they  are  doing  their  job 
correctly.  Employees  can  change  incorrect  or  inefficient  work  practices  before 
there  is  lasting  damage  or  before  the  wrong  method  is  taught  to  someone  else. 
Training  gives  all  employees  a chance  to  learn  new  and  better  ways  of  doing  their 
jobs,  to  use  new  improved  equipment,  and  to  keep  up  with  the  rapid  changes  that 
are  occurring  in  every  type  of  work.  Training  gives  all  employees  a chance  to  grow 
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on  the  job  by  learning  new  skills  and  by  assuming  added  responsibilities  that  can 
result  in  benefits  to  citizens  and  promotions  and  salary  increases  for  employees. 

Sub-Division  managers  and  their  supervisors  should  be  made  responsible  for 
training  workers  for  their  jobs  and  developing  employee  skills  and  abilities.  A 
reasonable  approach  to  meeting  this  responsibility  is  for  managers  to  develop  a 
training  program  and  assign  sufficient  authority  to  an  individual  within  their 
organization  to  carry  out  the  training  program.  Training  programs  normally 
include  a training  plan  containing  a training  needs  assessment,  a listing  of  the 
training  resources  required  to  meet  the  identified  training  needs  and  a training 
schedule  for  each  employee.  The  Division  Managers  should  maintain  records  of 
the  training  needs  and  the  training  received  by  each  of  their  employees,  and 
should  assess  the  quality  and  effectiveness  of  the  training  provided.  Supervisors 
should  be  given  the  authority  and  the  responsibility  to  insure  that  their  employees 
are  trained. 

But  the  Water  Quality  Division  and  the  Water  Supply  and  Treatment  Division  has 
not  developed  comprehensive  training  plans.  Without  ongoing  training 
programs,  supervisors  have  not  been  able  to  consider  means  to  improve 
coordination,  eliminate  redundant  procedures,  or  to  encourage  employees  to  find 
ways  to  improve  efficiency  and  coordination  of  their  activities.  The  most  important 
subject  for  training  is  supervision.  This  subject  is,  with  some  exceptions,  virtually 
absent  from  the  two  Divisions.  The  exceptions  that  have  provided  a modicum  of 
supervisory  training  have  been  certain  courses  provided  by  the  City’s  Civil 
Service. 

These  courses  provide  training  for  various  specific  skills  required  by  supervisors, 
such  as  teamwork,  interviewing,  managing  troubled  employees,  writing, 
conducting  effective  meetings,  planning,  and  time  management.  However,  this 
supervision  training,  provided  by  outside  “experts”,  is  inefficient  and  not  as 
effective  as  training  provided  by  the  Divisions'  own  experts.  The  Divisions' 
managers  should  conduct  supervision  instruction.  The  Divisions'  supervisors 
need  to  know  that  expertise  in  supervision  resides  within  their  organization  and 
that  managers  will  hold  them  accountable  for  providing  supervisory  services  to 
their  employees.  The  Civil  Service  Commission  has  programs  available  to  assist 
managers  with  the  conduct  supervision  instruction  for  their  staff. 

The  following  are  some  examples  of  the  duties  that  supervisors  normally  have: 

• Explaining  policies,  procedures  and  rules 

• Planning  and  scheduling  work 

• Training  employees  for  the  job  and  developing  in  them  a desire  to  serve  the 
public  faithfully  and  well 

• Training  employees  in  safety  practices 

• Insuring  that  materials  and  equipment  are  used  economically 

• Getting  tools,  equipment,  and  materials  to  the  job  site  on  time 

• Making  work  assignments 

• Getting  the  right  employee  on  the  job  at  the  right  time 

• Controlling  accident  hazards 
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• Maintaining  good  housekeeping  on  the  job 

• Building  and  maintaining  morale 

• Encouraging  teamwork 

• Settling  differences  among  employees 

• Improving  discipline 

• Adjusting  complaints 

• Checking  and  inspecting  work 

• Improving  quality  and  quantity  of  work 

• Controlling  attendance  (absence  and  tardiness) 

• Keeping  records  and  making  reports 

• Working  cooperatively  with  other  divisions,  departments  and  offices 

• Building  and  maintaining  good  relations  with  the  public 

Managers  must  be  especially  skilled  in  the  performance  of  these  duties.  In 
addition  to  their  management  responsibilities,  managers  must  supervise  and 
must  explain,  train,  and  evaluate  supervision.  An  essential  part  of  all 
supervisors’  roles  is  the  ability  to  effectively  evaluate,  train,  develop,  and  direct  the 
performance  skills  of  their  employees.  However,  the  SFWD  managers  report  that 
not  all  of  the  SFWD’s  supervisors  have  the  ability  to  train  their  employees. 

The  Water  Supply  and  Treatment  Division  Manager  acknowledges  that  the 
training  currently  provided  to  employees  is  inadequate  in  the  areas  of 
supervision,  management,  and  specialized  technical  skills  (e.g.,  water 
treatment).  Although  some  portion  of  this  training  can  be  provided  in-house, 
either  by  the  SFWD  or  Civil  Service,  there  is  also  a need  for  additional  funding  to 
purchase  training  in  specialized  areas. 

For  the  record,  the  Water  Supply  and  Treatment  Division  has  provided  some  in- 
house  training  for  its  employees  as  follows: 

• A slide  presentation  describing  the  SFWD  system  and  its  workings  provided 
to  the  Millbrae  maintenance  staff  and  the  Sunol  staff; 

• A presentation  describing  the  SFWD  water  transmission  system  and 
associated  capital  projects  provided  to  Division  management  staff,  to 
Millbrae  maintenance  and  Water  Quality  staff,  and  to  the  City  Distribution 
Division  staff; 

• A presentation  describing  the  Hetch  Hetchy  system  to  SFWD  staff; 

• An  initiation  program  to  provide  Watershed  Keepers  with  orientation  to 
Hetch  Hetchy;  and 

• Water  treatment  plant  tours  provided  to  all  work  groups  of  the  Water 
Supply  and  Treatment  Division. 

In  addition,  the  Water  Supply  and  Treatment  Division  has  expended  its  limited 
training  budget  of  $3,709  (or  less  than  $17  per  employee)  on  specific  technical  and 
safety  oriented  training. 
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The  current  Water  Supply  and  Treatment  Division  Manager  has  effectively 
addressed  significant  problems  concerning  the  lack  of  trustful  cooperation  among 
managers.  She  reports  that  “setting  a tone  of  commitment  and  productivity  is 
probably  the  single  most  important  responsibility  of  the  Division  Manager.”  Other 
than  personnel  evaluations,  her  most  significant  decisions  involve  “consultation 
and  conflict  resolution  of  any  aspect  of  system  operation  or  administration.” 
Approximately  60  percent  of  her  time  is  taken  up  with  preparing  for,  traveling  to, 
and  attending  meetings  of  the  22  committees  and  management  groups  with 
which  she  is  involved.  Since  she  views  her  “role  as  primarily  one  of  providing 
direction,  coordination,  consultation,  and  quality  control,  these  meetings  provide 
a vehicle  for  [herl  to  perform  this  role  and  [shel  views  them  as  essential  to 
performing  [her]  role  in  the  organization.” 

This  Division  Manager’s  allocation  of  time  to  committee  meetings  is  shared  to  a 
more  limited  extent  by  other  managers  in  the  SFWD.  The  SFWD  managers  could 
reduce  the  amount  of  time  spent  in  meetings  and  could  re-allocate  this  time  to 
training  and  development.  So,  while  the  SFWD  may  find  that  it  has  limited 
amount  of  time  that  managers  can  devote  to  training,  time  can  be  found  if 
training  is  given  priority.  A commitment  by  the  SFWD  to  developing  in-house 
management  and  supervisory  expertise  and  training  would  can  be  effective 
means  to  overcoming  its  limited  allocation  of  resources  to  developing  its 
personnel. 

The  SFWD  should  assure  that  each  of  its  divisions  maintains  a formal  training 
program  including: 

• A training  needs  assessment; 

• A listing  of  training  resources  required  to  meet  the  identified  training 
needs;  and 

• A training  plan  and  schedule  for  each  employee. 

Conclusion 

Of  SFWD’s  three  operating  divisions,  the  City  Distribution  Division  is  the  only 
division  developing  a training  program  for  its  employees.  A comprehensive  plan 
to  train  the  other  two  operating  Divisions’  employees  must  be  developed.  Employee 
training  is  critical  to  the  Divisions’  ability  to  reliably  produce  quality  water.  The 
most  important  subject  for  training  is  supervision.  The  Divisions'  managers 
should  conduct  supervision  instruction  for  their  staff. 

^Policies  and  Procedures  Manuals 

A fundamental  requirement  for  analyzing  and  improving  services,  and  a tool  for 
providing  employee  training  is  a policies  and  procedures  manual.  The  Water 
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Supply  and  Treatment  Division  does  not  have  a Policies  and  Procedures  Manual.1 
Both  of  the  other  two  operating  divisions,  the  City  Distribution  and  the  Water 
Quality  Divisions  are  in  the  process  of  revising  their  manuals.  A clear  and 
comprehensive  policies  and  procedures  manual  is  a necessity  for  the  most 
efficient  operations. 

Such  a manual  is  an  important  step  to  ensure  that  the  actions  of  staff  are 
consistent  with  the  policies,  goals,  and  objectives  of  the  Division,  Department,  the 
PUC,  and  the  City.  Division  employees  require  a policies  and  procedures  manual 
to  assist  them  in  the  performance  of  their  duties  and  responsibilities,  and  a 
reference  for  Division  policies  and  operations. 

There  are  many  common  reasons,  irrespective  of  individual  organizational  goals 
and  objectives,  why  organizations  adopt  policies  and  procedures.  These  include 
the  need: 

• To  develop  a permanent,  ongoing  record  and  to  make  known  to  all  the 
policies  of  the  organization; 

• To  develop  standardized  practices  to  be  employed  by  members  of  the 
organization  when  carrying  out  daily  activities; 

• To  ensure  the  consistency,  over  time,  of  the  practices  used  by  members  of 
the  organization; 

• To  have  written  standards  against  which  members  of  the  organization  can 
be  measured  and  held  accountable. 

• To  disseminate  information  throughout  an  organization  and  to  create, 
eliminate  or  modify  organizational  practices  on  a timely  basis. 

In  addition  to  the  generic  reasons  for  the  development  of  organizational  policies 
and  procedures,  there  are  numerous  reasons  why  formal  policies  and  procedures 
would  be  beneficial  to  the  Water  Supply  and  Treatment  Division.  These  include 
the  need: 

• To  comply  with  federal,  State  and  local  laws  which  govern  the  operations  of 
the  Water  Supply  and  Treatment  Division; 

• To  optimize  the  process  consistently  supplying  quality  water  and  ensuring 
customer  satisfaction  through  quick,  efficient,  competent  and  courteous 
service; 

• To  maintain  a defined  level  of  financial  self  sufficiency  predicated  upon  the 
use  of  good  business  management  practices; 

• To  control  the  performance  of  the  Division  through  proactive  management 
based  on  accurate,  complete  and  timely  management  information. 


1 The  Division  does  have  certain  limited  procedures  manuals  for  the  operation  of  its  front  desk 
and  communications  and  for  certain  aspects  of  the  operation  of  its  water  treatment  plants. 
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However,  because  the  Division  has  not  committed  to  writing  and  formalizing  its 
important  policies  and  procedures,  it  is  uncertain  from  day-to-day  whether 
operational  practices  are  being  carried  out  in  a consistent  manner  by  all 
employees.  It  is  also  uncertain  whether  the  practices  used  by  staff  in  each  of  the 
sub-divisions  will  remain  the  same  when  Division  managers  move  to  another 
sub-divisions  or  leave  the  Division.  The  lack  of  specific  policies  and  procedures  to 
address  the  important  issues  which  exist  throughout  the  Divisions’  areas  of 
responsibility  could  result  in  performance  inconsistencies  and  Divisional 
management  that  is  more  reactive  than  proactive. 

In  addition  to  the  administrative  and  operational  benefits  pertaining  to  the 
development  and  use  of  comprehensive  written  policies  and  procedures,  the 
Division  could  benefit  by  improving  its  staff  training  program  and  increasing  the 
accountability  of  staff.  A good  Divisional  policy  and  procedure  manual  can  serve 
as  a valuable  orientation  and  training  tool  for  staff  since  everything  considered  to 
be  of  major  importance  to  Divisional  policy  and  operations  should  have  been 
reduced  to  writing  and  included  in  the  manual.  Further,  procedures  that  are 
thorough  include  the  positions  responsible  for  their  execution. 

Conclusions 

The  Water  Supply  and  Treatment  Division  does  not  have  a Policies  and 
Procedures  Manual.  Such  a manual  is  an  important  step  to  ensure  that  the 
actions  of  staff  are  consistent  with  the  policies,  goals,  and  objectives  of  the 
Division,  Department,  the  PUC,  and  the  City.  Division  employees  require  a 
policies  and  procedures  manual  to  assist  them  in  the  performance  of  their  duties 
and  responsibilities,  and  a reference  for  Division  policies  and  operations. 

Recommendations 

The  Budget  Analyst  recommends  that  the  SFWD  General  Manager: 

II.  1.1  Implement  a program  for  developing  comprehensive  plans  to  train  the 
three  operating  divisions’  employees  with  special  emphasis  on 
supervisory  training. 

II.  1.2  Initiate  procedures  that  will  assure  the  development  and  continued 
review  of  a policies  and  procedures  manual  for  the  Water  Supply  And 
Treatment  Division. 


Benefits 

The  proper  implementation  of  these  recommendations  will  provide  a system  for 
the  continued  improvement  in  employee  knowledge  and  skills  which  are  critical 
to  the  Department’s  ability  to  reliably  produce  quality  water.  By  having  available 
and  using  up-to-date  policies  and  procedures  manuals,  the  Water  Supply  and 
Treatment  Division  will  be  able  to  ensure  that  the  actions  of  staff  are  consistent 
with  the  policies,  goals,  and  objectives  of  the  Division,  Department,  the  PUC,  and 
the  City. 
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Sec  tion  II. 2;  Preventive  Maintenance  and  Replacement  Planning 


THE  WATER  SUPPLY  AND  TREATMENT 
DIVISION  PERFORMS  PRACTICALLY  NO 
PREVENTIVE  MAINTENANCE  ON  THE  WATER 
SUPPLY  FACILITIES  OTHER  THAN  TO  THE 
W ATER  TREATMENT  PLANTS  AND  CERTAIN 
VALVES  IN  THE  SUNOL  AREA. 

AS  A RESULT  OF  THIS  POOR  MAINTENANCE 
PROGRAM  THE  DEPARTMENT’S  WATER 
SUPPLY  AND  TREATMENT  FACILITIES  ARE 
DETERIORATING  MORE  RAPIDLY  THAN  THEY 
WOULD  IF  THEY  HAD  BEEN  MAINTAINED 
WELL. 

THE  WATER  SUPPLY  SYSTEM  HAS  AGED  AND, 
WITHOUT  PROPER  MAINTENANCE  THE 
POTENTIAL  FOR  OUTAGES  HAS  INCREASED. 
PIPELINE  CORROSION,  INOPERATIVE  VALVES 
AND  AGED  SUPPORT  STRUCTURES 
CONTRIBUTE  TO  REDUCED  RELIABILITY.  FOR 
EXAMPLE,  THE  TRESTLE  SUPPORTING  TWO 
MAIN  WATER  SUPPLY  PIPELINES  CROSSING 
THE  BAY  HAVE  DETERIORATED  AND  NOW 
THREATEN  TO  COLLAPSE. 

THE  WATER  SUPPLY  AND  TREATMENT 
DIVISION  SHOULD  FULLY  IMPLEMENT  ITS 
MAINTENANCE  MANAGEMENT  SYSTEM 
INCLUDING  THE  DEVELOPMENT  OF 
DETAILED  WORK  STANDARDS,  PREVENTIVE 
MAINTENANCE  PROCEDURES,  WORK 
ANALYSIS  INFORMATION  AND  METHODS, 
AND  CAPITAL  REPLACEMENT 
REQUIREMENTS. 


The  Water  Supply  and  Treatment  Division  is  responsible  for  the  maintenance  of 
the  Department’s  equipment  and  facilities  outside  of  the  City  limits  including 
approximately  300  miles  of  roads,  over  150  miles  of  large  60  inch  to  96  inch 
diameter  water  pipe,  various  smaller  pipe  segments,  associated  valves,  vents,  and 
pumps,  and  two  water  treatment  plants.  The  Division  performs  specific 
maintenance  operations  to  these  pipelines  and  water  treatment  plants  in 
response  to  engineer  and  treatment  plant  operator  requests  or  work  orders.  While 
these  facilities  and  equipment  are  critical  to  the  supply  of  water  to  San  Francisco 
and  the  other  Peninsula  communities,  the  Water  Supply  and  Treatment  Division 
performs  practically  no  preventive  maintenance  on  the  water  supply  facilities 
other  than  to  its  water  treatment  plants  and  certain  valves  in  the  Sunol  area. 

As  a result  of  this  poor  maintenance  program  the  Department’s  water  supply  and 
treatment  facilities  are  deteriorating  more  rapidly  than  they  would  if  they  had 
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been  maintained  well.  For  example,  the  Division  has  not  maintained  the  trestle 
supporting  two  (of  the  City’ s four)  main  water  supply  pipelines  crossing  the  Bay. 
Because  of  this  lack  of  maintenance,  the  trestle  supports  have  deteriorated  and,  if 
the  Division  does  not  repair  them  promptly,  they  may  collapse1  . 

In  another  example,  the  Division’s  engineers  dare  not  exercise2  certain  pipeline 
valves  because  of  the  possibility  that  the  valves  may  not  be  able  to  be  returned  to 
their  required  operating  positions.  The  Department  will  not  be  able  to  rely  on  these 
valves  should  they  be  required  in  an  emergency. 

These  difficulties  were  summarized  in  1989  by  the  Water  Supply  (“Treatment”  had 
not  yet  been  made  a part  of  the  Supply  Division)  Division  Manager  in  the  following 
request  for  a new  positions, 

“The  system  has  aged  and  the  potential  for  outages  has  increased. 
Pipeline  corrosion,  inoperative  valves  and  aged  support  structures 
contribute  to  reduced  reliability.  The  flexibility  in  system  operations 
decreases  as  the  need  to  shut  down  portions  of  the  system  must  be 
bridged  and  the  following  changes  implemented  to  prevent  serious 
operational  problems  and  reduce  major  expenditures  in  the  future.” 

Under  a reasonable  preventive  maintenance  program,  the  Division  would  have 
performed  ongoing  preventive  maintenance  to  the  pipeline  and  trestle  crossing 
the  Bay,  periodically  lubricated  and  exercised  all  of  the  pipeline  valves,  and 
inspected  and  repaired  pipeline  air  vent  valves.  For  example,  the  Sunol  Sub- 
Division  exercises  approximately  300  valves  each  year. 

During  1987,  the  Division  retained  the  firm  of  Maintenance  Management 
Consulting  to  evaluate  the  Division’s  maintenance  activities.  The  consultant’s 
audit  gave  points  for  Division  activities  that  met  standard  criteria  for 
maintenance  operations.  The  consultant  could  only  give  the  Division  a score  of 
seven  out  of  a possible  one  hundred  points. 

This  consultant  found  that  “While  some  of  the  factors  may  not  be  applicable  to  the 
Suburban  Division,  most  of  the  deficiencies  are  due  to  lack  of  proficiency  in 
maintenance  planning,  preventative  maintenance  and  a void  in  formally 
surveying  the  physical  condition  of  assets  and  conducting  vulnerability  analysis  of 
potential  hazards  and  risks.”  As  a result  of  this  audit,  the  Division  gave 
maintenance  management  training  to  its  supervisors  in  December  1987. 
However,  shortly  thereafter,  the  Department  reorganized  the  Division.  The 
reorganized  Division  never  followed-through  with  the  implementation  of  the 


1However,  to  gain  access  to  these  pipeline  structures,  the  Division  must  obtain  permits  from 
various  federal  and  State  agencies  that  are  responsible  for  protecting  the  fragile  eco-system  of  the 
National  Wildlife  Refuge  through  which  the  two  pipelines  traverse.  The  Division  has  been 
attempting  to  satisfy  the  concerns  of  the  agencies  for  over  a year  and  is  in  the  process  of  filing 
additional,  more  detailed  plans  for  its  proposed  repair  work  with  the  agencies. 

2 The  Department  should  periodically  open  and  close  its  water  valves  to  assure  their  proper 
operation  and  spread  lubrication  over  the  full  length  of  the  valve  stem.  This  opening  and  closing 
is  called  exercising  the  valve. 
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consultant’s  other  recommendations  for  instituting  a standard  maintenance 
management  program. 

The  Division’s  current  management  team  has  installed  a computerized 
maintenance  management  system  called  MAPCON  for  its  Sunol  and  Peninsula 
maintenance  Sub-Divisions.  The  SFWD  is  also  interested  in  installing  the  system 
at  its  City  Distribution  Division.  However,  the  Divisions  do  not  have  a written  plan 
for  using  this  computerized  maintenance  system.  Without  a plan  to  consider,  the 
Department’s  top  managers  have  not  been  able  to  give  the  project  the  priority 
attention  and  support  that  it  requires. 

As  a result,  while  the  MAPCON  system  has  been  operating  for  over  a year,  the 
Peninsula  has  yet  to  begin  basic  preventive  maintenance  procedures — such  as  the 
periodic  exercising  of  valves — and  the  initiation  of  other  required  maintenance 
activities  on  a scheduled  basis.  The  manager  of  the  maintenance  program  reports 
that  he  now  has  over  a year’s  listings  of  maintenance  activities  in  the  MAPCON 
system.  He  believes  that  these  listings  should  provide  sufficient  information  to 
initiate  a process  to  develop  a preventive  maintenance  routine. 

The  development  of  the  Division’s  maintenance  work  management  system  could 
be  better  directed  if  the  Department  had  a plan  for  its  use  and  development.  If 
used  properly,  the  MAPCON  system  could  become  a significant  tool  for  the 
Department.  The  full  capabilities  of  the  MAPCON  system  are  not  being  used.  The 
MAPCON  system  could  be  used  to  1)  plan  for  the  replacement  of  the  capital 
equipment  required  to  deliver  water  to  the  Department’s  customers,  2)  develop 
work  standards,  3)  plan  and  schedule  preventive  maintenance  work,  and  4) 
analyze  work  performed  for  improving  the  work  standards  used.  These  uses  are 
discussed  below. 

Estimated  Life  Expectancy 

The  first  item  involves  the  gathering  of  estimated  life  expectancy  data  into  the 
MAPCON  system.  This  is  not  being  done,  even  though  this  information  is  crucial 
to  the  development  of  a reasoned  and  cost  effective  master  capital  plan  for  the 
Department.  (See  Section  II. 3 for  other  master  planning  issues.)  The 
Department’s  capital  plan  should  include  a complete  analysis  of  the 
Department’s  capital  replacement  requirements.  The  first  step  for  this  analysis 
would  be  the  systematic  determination  of  the  expected  remaining  life  and 
estimated  cost  of  replacing  the  Department’s  plant  and  equipment. 

Since  critical  parts  of  the  69  year  and  older  water  supply  system  have  not  been 
maintained  adequately  and  are  approaching  the  end  of  their  anticipated  useful 
life,  a replacement  analysis  is  now  extremely  important  in  order  that  adequate 
funds  are  made  available  in  time  to  replace  the  critical  pipeline  equipment  before 
they  fail.  The  Department  needs  to  develop  a comprehensive  capital  master  plan 
including  the  scheduling  of  replacement  costs.  A comprehensive  capital  master 
plan  is  required  for  the  Water  Department  to  plan  its  finances  in  the  most  cost 
effective  manner  in  order  to  avoid  unscheduled  large  water  rate  increases.  (See 
Section  II. 3.) 
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The  first  step  in  developing  and  maintaining  records  of  the  estimated  life  of  each 
equipment  item  would  be  to  record  the  status  of  each  item  when  it  is  encountered 
in  the  field.  Each  time  a plumber  works  on  an  item,  the  plumber  could  include  its 
estimated  remaining  useful  life  and  other  descriptive  information  in  the  day’s 
work  order  report  of  action  taken.  This  is  not  currently  being  done. 

A Division  engineer  could  be  assigned  to  ascribe  a replacement  time  and  cost  for 
each  equipment  and  facility  asset.  The  engineer  would  use  the  information 
contained  in  MAPCON’s  asset  status  reports  (containing  the  information 
discussed  in  the  preceding  paragraph)  including  the  information  from  the  daily 
condition  reports,  information  from  personal  inspection  of  representative  asset 
items,  and  information  from  the  equipment  manufacturers  and  other  water 
agencies  for  the  actual  useful  life  of  similar  assets. 

The  1987  Maintenance  Management  Consulting  report  recommends  that  the 
information  from  this  equipment  condition  reporting  and  replacement  analysis  be 
developed  further  through  a vulnerability  or  risk  analysis.  This  analysis  would 
evaluate  the  likely  cost  impact  of  equipment  failure  through  normal  use,  accident, 
and  earthquake.  The  analysis  would  result  in  the  development  of  plans  and 
strategies  to  minimize  the  Department’s  exposure  to  catastrophic  casualty  and 
operational  losses.  This  should  be  accomplished  as  part  of  the  comprehensive 
master  planning  process  discussed  in  Section  II. 3. 

Work  Standards 

The  MAPCON  system  should  contain  the  standards  for  each  type  of  maintenance 
work  performed.  Currently,  the  Division  has  not  developed  detailed  work 
standards  for  its  various  routine  maintenance  and  repair  tasks.  Work  standards 
are  a fundamental  part  of  a maintenance  management  system.  They  are  the 
basis  of  budgeting  the  resources  required  to  accomplish  each  maintenance 
activity  and,  after  the  level  of  annual  maintenance  has  been  determined,  the 
annual  maintenance  budget. 

To  develop  work  standards,  the  SFWD  does  not  require  the  time-and-motion  study 
industrial  engineering  approach  often  used  of  factory  workers  performing 
repetitive  tasks.  The  SFWD  can  develop  work  standards  by  reviewing  the 
resources  allocated  to  the  specific  maintenance  tasks  recorded  in  MAPCON 
during  the  past  year.  Assuming  that  similar  maintenance  activities  will  be 
required  during  the  next  budget  year,  the  Division  can  estimate  maintenance 
activity  levels  and  allocate  specific  staffing,  material,  equipment,  and  time 
requirements  for  each  activity.  These  standards  should  be  reviewed  by  Division 
Engineering  for  appropriateness. 

Preventive  Maintenance 

The  MAPCON  system  is  not  being  used  to  guide  the  preventive  maintenance  of  the 
water  supply  system.  The  Superintendent  of  Water  Construction  and 
Maintenance  can  develop  a preventive  maintenance  routine  with  MAPCON  to 
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better  sustain  the  Water  Department’s  physical  assets  by  taking  the  following 
action: 

• Print  the  list  of  pipeline  equipment  and  facilities  indicating  the  status  and 
manufacturer  of  each. 

• Give  the  list  to  Division  Engineering  and  the  Maintenance  Foreman  and 
supervisors.  Request  that  these  individuals  note  their  best  judgment  of  the 
preventive  maintenance  requirement  for  each  type  or  class  of  equipment. 

• Write  the  manufacturers  of  the  pipeline  equipment  for  their  recommended 
maintenance  regimen. 

• Survey  other  water  agencies  for  their  preventive  maintenance  methods. 

• Develop  standard  preventive  maintenance  methods  as  discussed  above. 

• Review  this  information  and  enter  the  preventive  maintenance  plan  into 
MAPCON. 

• Monitor  performance  to  assure  that  the  maintenance  staff  are  adhering  to 
the  preventive  maintenance  schedule. 

• Continually  review  and  revise  the  preventive  maintenance  program. 
Analyze  Work  Performed 

The  Division  currently  uses  MAPCON  to  estimate  the  time  required  to  complete 
each  work  order.  Each  week,  the  Superintendent  of  Water  Construction  and 
Maintenance  reviews  the  actual  time  taken  for  the  work  orders  with  his  Foreman 
and  supervisors.  The  reasons  for  exceeding  the  estimated  times  are  discussed. 

This  review  could  be  improved  with  the  use  of  the  standard  work  methods 
discussed  above  and  by  recording  activity  time  with  more  detail.  Currently,  all 
time  is  charged  to  a work  order  and  non-productive  time  is  not  captured.  Non- 
productive time  is  the  time  a work  crew  does  not  perform  useful  work  as  the 
result  of  travel  requirements,  equipment  or  material  unavailability,  poor  direction 
and  coordination,  and  other  unforeseen  circumstances.  The  Division  should  have 
its  maintenance  staff  record  non-productive  time.  Having  non-productive  time 
identified,  the  Division  would  be  able  to  develop  methods  to  identify  its  significance 
and  determine  reasonable  methods  to  control  it. 

Budget  Analysis 

Department  managers  will  be  able  to  document  maintenance  staff  and  material 
budget  requirements  by  developing  a table  of  required  preventive  maintenance 
and  estimated  work  order  requests  together  with  the  work  standards  for  each 
task.  Management  could  seek  opportunities  for  reducing  the  amount  budgeted  by 
identifying  and  eliminating  low  priority  work  orders,  by  refining  standard  work 
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methods,  and  by  improving  the  methods  used  to  reduce  non-productive  time.  The 
Department’s  top  managers  have  not  established  a clear  understanding  of  these 
expected  outcomes  from  the  MAPCON  maintenance  management  system. 

As  a result,  there  is  no  plan  to  develop  such  a resource  allocation  table  and 
effectively  manage  the  Division’s  maintenance  activities  and  budget.  The  Water 
Supply  and  Treatment  Division  is  not  compiling  the  data  required  to  initiate  an 
equipment  replacement  plan.  The  Water  Supply  and  Treatment  Division  has  not 
begun  a preventive  maintenance  program  and  the  water  supply  system  continues 
to  deteriorate. 

Conclusions 

The  Water  Supply  and  Treatment  Division  performs  practically  no  preventive 
maintenance  on  the  water  supply  facilities  other  than  to  its  water  treatment 
plants  and  certain  valves  in  the  Sunol  area.  As  a result  of  this  poor  maintenance 
program  the  Department’s  water  supply  and  treatment  facilities  are  deteriorating 
more  rapidly  than  they  would  if  they  had  been  maintained  well.  The  water  supply 
system  has  aged  and,  without  proper  maintenance  the  potential  for  outages  has 
increased.  Pipeline  corrosion,  inoperative  valves  and  aged  support  structures 
contribute  to  reduced  reliability. 

Recommendations 

The  Budget  Analyst  recommends  that  the  SFWD  General  Manager  place  a high 
priority  on  fully  implementing  the  Maintenance  Management  System  capabilities 
not  currently  being  used  such  as: 

11. 2.1  The  development  of  detailed  work  standards; 

11. 2. 2 The  implementation  of  preventive  maintenance  procedures; 

1 1. 2. 3 Work  analysis  information  and  methods;  and 

11. 2.4  Capital  replacement  requirements  information. 

Savings  and  Benefits 

Implementing  a complete  maintenance  management  system  will  reduce  the 
ongoing  deterioration  of  the  water  supply  and  treatment  system,  and  will  provide 
the  necessary  information  for  developing  a capital  replacement  plan,  improving 
maintenance  work  procedures,  and  controlling  non-productive  time. 
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Section  EL3:  Comprehensive  Master  Planning 


THE  SFWD  HAS  NOT  DEVELOPED  THE  BASIC 
INFORMATION  IT  NEEDS  FOR  A 
COMPREHENSIVE  MASTER  CAPITAL  PLAN. 

AS  A RESULT,  THE  DEPARTMENT  DOES  NOT 
KNOW  ITS  FINANCIAL  REQUIREMENTS  FOR 
MAINTAINING  THE  LONG  TERM  CONTINUED 
OPERATION  OF  ITS  WATER  SUPPLY, 
TREATMENT  AND  DISTRIBUTION  SYSTEM. 

FOR  EXAMPLE,  THE  WATER  SUPPLY  SYSTEM 
NEEDS  TO  BE  IMPROVED  TO  INCREASE  THE 
PROBABILITY  OF  SURVIVING  AN 
EARTHQUAKE,  TO  MEET  MODERN 
MAINTENANCE  STANDARDS,  AND  TO 
IMPROVE  EFFICIENCY  OF  OPERATION. 

THE  SFWD  HAS  A GROWING  LIST  OF 
SIGNIFICANT  DIFFICULTIES  WITH  ITS 
WATER  SUPPLY  SYSTEM  THAT  WILL 
REQUIRE  SUBSTANTIAL  RE-ASSESSMENT  OF 
THE  STRUCTURE  OF  ITS  ENTIRE  SYSTEM. 


Sound  public  utility  practice  requires  that  every  utility  provide  the  public  with  a 
written  capital  plan  estimating  the  cost,  timing  and  financial  plan  for  replacing 
all  of  its  assets  (i.e.  pipes,  equipment,  offices,  facilities,  etc.).  The  SFWD  needs  to 
conform  to  similar  requirements  in  order  that  its  rate  payers  are  not  caught 
unaware  of  the  foreseeable  cost  of  financing  the  repair  and  replacement  of  the 
aging  water  supply  system. 

The  SFWD  has  begun  discussions  with  the  Hetch  Hetchy  to  conduct  an  analysis  of 
water  storage,  treatment,  and  transmission  facilities  to  determine  the  nature  and 
affect  of  the  loss  of  these  facilities  and  their  vulnerability  to  failure  by  earthquake, 
fire,  flood  age,  vandalism,  or  sabotage.  However,  other  than  this,  the  SFWD  has 
not  begun  to  develop  the  basic  information  it  needs  for  a comprehensive  master 
capital  plan.  For  example,  as  discussed  in  Section  II. 2,  the  SFWD  has  not 
established  the  methods  for  its  staff  to  develop  a replacement  plan  for  its  aging 
capital  equipment. 

The  Spring  Valley  Water  Works  installations  purchased  by  the  SFWD  are  up  to 
120  years  old.  Asphalt  treated,  riveted  iron  pipes  up  to  72  inches  in  diameter  are 
under  constant  pressure.  In  prior  year’s  inspections,  many  of  the  pipes’  rivets 
have  been  found  to  have  had  their  interior  heads  worn  to  near  insignificance. 
(They  were  repaired  at  the  time.)  There  is  an  ongoing  need,  not  only  for 
maintenance,  but  also  for  replacement  of  the  older  sections  of  the  system,  and,  to 
prevent  future  water  shortages,  construction  of  additional  capacity  to  transport 
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Hetch  Hetchy  water  at  the  400  million  gallon  per  day  rate  for  which  the  system 
was  designed. 

As  a result,  the  SFWD  also  needs  a plan  to  finance  new  additional  system 
installations.  The  water  supply  system  needs  to  be  improved  to  increase  the 
probability  of  surviving  an  earthquake,  to  meet  modem  maintenance  standards, 
and  to  improve  efficiency  of  operation.  The  SFWD  has  a growing  list  of  significant 
difficulties  with  its  water  supply  system  that  will  require  substantial  re- 
assessment of  the  structure  of  its  entire  system.  The  following  lists  these  system 
difficulties  developed  from  our  discussions  with  the  SFWD’s  engineers: 

• Some  water  supply  equipment  cannot  be  taken  out  of  service  under  most 
operating  conditions  for  inspection  and  repair.  These  facilities  include  1) 
the  Alameda  Syphon  Valves,  2)  Irvington  Tunnel,  3)  Pulgas  Tunnel,  and  4) 
the  Crystal  Springs-San  Andreas  Pipeline. 

• Most  of  the  pipelines’  valves  cannot  be  serviced  without  shutting  down  a 
major  pipeline  section.  A system  of  isolation  valves  of  each  side  of  the  main 
valves  would  improve  valve  accessibility  and  maintenance. 

• The  Alameda  Syphons  pipelines  cross  the  Calaveras  Earthquake  Fault  and 
the  Bay  Division  Pipelines  cross  the  Hayward  Earthquake  Fault.  None  of 
these  crossings  were  designed  to  survive  a severe  earthquake.  The  ongoing 
creep  of  both  faults  has  already  damaged  the  pipelines. 

• The  system  discharges  chlorinated  water  into  Crystal  Springs  and  San 
Andreas  Reservoirs.  This  water  must  be  chlorinated  again.  The 
chlorinated  water  in  the  reservoirs  may  harm  the  surrounding 
environment. 

• The  system  wastes  money,  energy  and  resources  by  double  treating  some 
water.  At  times,  water  that  is  treated  by  the  Sunol  Water  Treatment  Plant  is 
discharged  into  Crystal  Springs  Reservoir  and,  as  a result,  must  be  re- 
treated by  the  Tracy  Water  Treatment  Plant  at  San  Andreas  Reservoir. 

• Even  though  water  comes  from  Hetch  Hetchy  high  in  the  mountains  under 
pressure,  the  system  often  pumps  the  same  water  twice  and,  at  times,  four 
times.  For  example,  water  that  is  (1)  pumped  at  San  Antonio  Pumping 
Station  and  is  then  discharged  into  Crystal  Springs  Reservoir,  must  then  be 
(2)  pumped  to  San  Andreas  Reservoir  and  (3)  pumped  again  into  the  Tracy 
Water  Treatment  Plant.  If  this  water  is  released  through  the  Capuchino 
Pressure  Reduction  Valve,  it  will  be  (4)  pumped  again  at  Lake  Merced  into 
the  Sunset  Reservoirs  and  into  the  City  distribution  system. 

The  SFWD  could  significantly  reduce  the  need  for  these  multiple  pumping 
operations  and  the  discharge  of  chlorinated  water  into  Crystal  Springs  and 
San  Andreas  Reservoirs,  and  reduce  the  frequency  of  operation  of  the  Tracy 
Water  Treatment  Plant  by  pumping  Hetch  Hetchy  water  into  the  high 
pressure  Sunset  system  from  the  Baden  Pumping  Station.  However,  the 
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continuous  use  of  the  Baden  Pumps  is  currently  restricted  because  of  the 
threat  of  electric  power  to  the  pumps  failing.  The  pumps  sudden  stoppage 
would  create  a back  pressure  surge  that  may  destroy  the  pipeline.  The 
installation  of  a surge  protection  relief  valve  could  save  a substantial 
amount  of  system  operating  costs. 

The  Harry  Tracy  Water  Treatment  Plant  (formerly  the  San  Andreas 
Treatment  Plant)  currently  clears  its  filters  by  back-flowing  treated  water 
through  them  and  flushing  the  solids  back  into  the  San  Andreas  Reservoir. 
This  is  not  an  environmentally  sound  procedure.  This  treatment  plant  may 
require  additional  operational  sediment  basins  and  sludge  dewatering 
facilities. 

At  times  Hetch  Hetchy  water  is  excessively  turbid  or  for  other  reasons  must 
be  processed  through  the  Sunol  Water  Treatment  Plant.  However,  the  Sunol 
Plant  cannot  process  Hetch  Hetchy  water  and  the  local  San  Antonio  and 
Calaveras  Reservoir  water  at  the  same  time  because  of  technical  cross 
connection  constraints. 

An  earthquake  or  structural  failure  could  obstruct  the  Irvington  Tunnel. 
The  system  cannot  supply  water  to  the  South  Bay  without  the  Irvington 
Tunnel. 

The  system  has  no  treated  water  storage  as  a reserve  supply  for  South  Bay 
customers. 

The  use  of  Hetch  Hetchy  water  for  the  generation  of  electric  power  at  times 
may  exceed  the  SFWD’s  needs  for  water.  Water,  excess  to  the  SFWD 
capacities  is  given  to  the  Modesto/Turlock  Irrigation  Districts.  Additional 
water  storage  capacity  in  the  Sunol  area  could  allow  for  an  increase  in 
power  generation  and  resultant  revenues.  But  the  Hetch  Hetchy  Project 
must  at  times  reduce  its  generation  of  power  in  order  to  conserve  water  for 
drought  protection. 

During  periods  of  drought,  the  engineered  safe  amount  of  water  that  can  be 
taken  from  Hetch  Hetchy  water  storage  while  leaving  sufficient  amounts 
for  a succeeding  drought  year  is  less  than  the  normal  customer  demand  on 
the  system  by  approximately  fifty  million  gallons  per  day.  Additional  water 
storage  capacity  in  the  Sunol  area  could  allow  for  an  increase  in  electric 
power  generation  and  resultant  revenues,  and  continue  full  water  service 
during  times  of  drought. 

The  SFWD  could  increase  its  water  supplies  by  using  ground  water  in  the 
Sunset  and  in  the  mid-Peninsula  areas. 

The  Bay  Division  Pipelines  1 and  2 are  old  and  need  major  rehabilitation. 
An  additional  pipeline  may  be  required  in  order  to  sustain  system  demands 
while  the  old  Pipelines  1 and  2 are  restored  or  replaced. 
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This  list  does  not  include  the  potential  requirement  for  additional  filtration 
capacity  associated  with  increasing  federal  and  State  water  quality  standards. 

The  extent  of  these  problems  and  opportunities  suggests  the  need  for  considering 
the  alternative  strategies  for  the  design  and  operation  of  the  entire  Hetch  Hetchy 
Project  and  SFWD  water  system.  The  SFWD  could  research  this  and  other  issues 
that  may  have  not  come  to  our  attention  as  part  of  a continuous  comprehensive 
capital  planning  study. 

Addressing  these  issues  without  the  need  for  sudden,  unplanned  water  rate 
increases  requires  prompt  action  and  astute  financial  planning.  The  continued 
deferral  of  a project  to  study  alternative  solutions  to  these  system  deficiencies  may 
force  unacceptable  burdens  on  SFWD  rate  payers. 


Conclusions 

The  SFWD  has  not  developed  the  basic  information  it  needs  for  a comprehensive 
master  capital  plan.  As  a result,  the  SFWD  does  not  know  its  financial 
requirements  for  maintaining  the  long  term  continued  operation  of  its  water 
supply  and  treatment  system.  For  example,  the  water  supply  system  needs  to  be 
improved  to  increase  the  probability  of  surviving  an  earthquake,  to  meet  modem 
maintenance  standards,  and  to  improve  efficiency  of  operation.  The  SFWD  has  a 
growing  list  of  significant  difficulties  with  its  water  supply  system  that  will 
require  substantial  re-assessment  of  the  structure  of  its  entire  system. 


Recommendation 

II. 3.1  The  Budget  Analyst  recommends  that  the  Public  Utilities  Commission 
direct  its  General  Manager  to  develop  a comprehensive  master  plan  for  the 
water  supply  and  treatment  system. 


Savings  and  Benefits 

The  development  and  proper  use  of  a comprehensive  master  plan  for  the  water 
supply  and  treatment  system  will  help  to  assure  the  continued  supply  of  water  to 
the  SFWD’s  customers  and  reduce  the  chance  of  unanticipated  rate  increases  to 
fund  capital  projects  for  system  replacements  and  improvements. 
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Section  IL4:  Water  Quality7  Laboratory7 

• THE  BUDGET  ANALYST  AND  THE  STATE 
DEPARTMENT  OF  HEALTH  SERVICES  HAVE 
NOTED  CERTAIN  FACTS  THAT  SUGGEST 
DEFICIENCIES  IN  THE  LABORATORY’S 
TRI  HALO  METHANE  SAMPLING  PROCEDURES. 

• THE  SFWD  SHOULD  ACT  PROMPTLY  TO 
ENSURE  THAT  EVERY  PRECAUTION  IS  TAKEN 
TO  ELIMINATE  ANY  TENDENCY  THAT  COULD 
RESULT  IN  QUESTIONS  REGARDING  THE 
RELIABILITY  OF  WATER  QUALITY  DATA 
REPORTED  TO  THE  STATE. 


The  SFWD  is  under  considerable  pressure  to  continually  meet  stringent  new 
water  quality  standards  as  stipulated  in  the  State’s  conditions  for  avoiding 
expensive  additional  filtration  requirements.  In  October,  1993  the  City  received  a 
waiver  of  the  filtration  requirement  under  the  Surface  Water  Treatment  Rule 
from  the  Federal  Environmental  Protection  Agency  (EPA).  As  long  as  the  waiver 
remains  in  effect,  the  SFWD  will  not  have  to  construct  a major  new  water 
treatment  plant,  at  an  estimated  cost  of  $325  million  to  $500  million.  Such  a new 
water  treatment  plant  would  require  additional  annual  operating  an  debt  service 
expenditures  ranging  from  $47  to  $64  million. 

One  of  the  most  difficult  water  quality  requirements  for  the  SFWD  to  meet  is  the 
trihalomethane  (THM)  standard.  THMs  are  chemicals  that  are  believed  to  be 
carcinogenic  and  are  created  by  the  interaction  between  chlorine  and  organic 
compounds  in  the  water.  Simply  put,  the  more  chlorine  and  organic  matter 
combined  in  the  water,  the  higher  the  levels  of  THM. 

Since  the  SFWD  uses  chlorine  as  its  primary  disinfectant,  and  must  maintain 
minimum  chlorine  levels  throughout  the  system  to  meet  its  waiver  requirements, 
the  SFWD  must  inject  chlorine  in  quantities  such  that  sufficient  residual  chlorine 
levels  remain  in  the  water  up  to  the  point  the  water  is  taken  from  the  system  by 
the  consumer.  At  the  same  time,  the  SFWD  must  also  limit  the  amount  of 
chlorine  in  the  water  in  order  to  stay  under  the  THM  limits.  Currently,  under  the 
federal  Disinfectant  Byproduct  Rule,  the  THM  limit  is  100  parts  THM  per  billion 
parts  water  on  average  over  the  most  recent  four  quarters.  The  Environmental 
Protection  Agency  is  about  to  reduce  the  limit  to  80  parts  THM  per  billion  parts 
water. 

The  SFWD  has  the  ability  to  modify  water  quality  in  its  system  by  adjusting  the 
mixture  from  its  raw  water  sources,  the  mixture  of  its  treated  water  sources, 
chlorine  residual,  and  pH  or  alkalinity/acidity  adjustment.  In  response  to 
potential  microbiological  contamination  of  the  system,  the  SFWD  can  also 
implement  a short  term  increase  in  chlorine  residual  levels  as  a precautionary 
measure.  Such  treatment  flexibility  can  and  will  affect  THM  levels  in  the 
distribution  system. 
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The  Water  Quality  Division  Laboratory  must  independently  sample  the  water 
distribution  system  for  THM  levels  once  each  quarter.  Since  the  SFWD  operates 
the  water  supply  system  with  a significant  degree  of  variability  in  mixture  and 
treatment  levels,  the  timing  of  the  Laboratory’s  sample  taking  can  significantly 
affect  the  resulting  THM  count  reported  to  the  State.  Conversely,  the  SFWD  can 
alter  the  water  system’s  chemical  mix  in  anticipation  of  the  Laboratory’s 
quarterly  sample  taking. 

The  Budget  Analyst  and  the  State  Department  of  Health  Services  have  noted 
certain  facts  which  raise  questions  about  the  Laboratory’s  THM  sampling 
procedures,  such  as: 

• The  Laboratory  does  not  have  documented  procedures  for  scheduling  its 
quarterly  THM  sampling. 

• The  Laboratory  has  no  clear  explanation  for  testing  on  any  specific  date 
other  than  operational  convenience. 

• There  is  wide  variation  in  the  number  of  days  between  sampling  dates, 
from  28  days  to  161  days  apart. 

• Two  quarters’  samples  contained  low  THM  levels  after  a particular  high 
THM  level  sampled  in  the  preceding  quarter,  of  92.3,  to  74.8,  then  83.1 
THMs  per  billion  parts  of  water. 

• According  to  the  State  Department  of  Health  Services,  one  Peninsula  water 
district  took  its  own  THM  sample  and  found  that  it  was  significantly  higher 
than  the  SFWD’s  THM  sample  for  the  same  quarter. 

While  the  above  list  of  facts  taken  together  may  suggest  an  inadequate  sampling 
protocol,  there  is  no  indication  of  any  impropriety  by  SFWD  staff.  Nevertheless,  as 
a result  of  these  facts  the  State  Department  of  Health  Services  in  its  letter  of 
January  5,  1994  to  the  SFWD  states: 

“SFWD’s  original  THM  sampling  program  was  created  in  1979  and 
has  apparently  not  been  revised  since.  Given  the  impact  THMs  have 
on  both  the  microbiological  safety  of  the  system  and  meeting  the 
filtration  avoidance  criteria,  the  Department  believes  there  is  a need 
to  revisit  SFWD’s  THM  sampling  program.  In  the  future,  THM 
reports  submitted  to  this  Department  must  be  accompanied  by 
pertinent  data  regarding  system  status  at  the  time  of  sampling.  This 
information  should  include  the  amount  and  types  of  treatment  these 
waters  receive.  Individual  THM  samples  should  be  accompanied  by 
partial  general  mineral  and  chemical  analysis  in  order  to  help 
determine  its  water  source.  THM  sampling  must  also  be  better 
distributed  seasonally.  These  criteria  are  needed  to  ensure  that  the 
THM  data  submitted  to  this  Department  are  indeed  representative  of 
the  water  served  to  the  public  throughout  the  year.” 

“...Please  be  advised  that  the  federal  THM  regulations  (at  40  CFR 
141.30)  require  that,  before  a system  makes  any  significant 
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modification  in  its  water  treatment  in  order  to  comply  with  the  THM 
standard,  the  system  must  submit  a plan  which  details  those 
changes  for  prior  approval  from  this  Department.  The  plan  must 
describe  the  safeguards  that  will  be  implemented  to  ensure  that  the 
bacteriological  quality  of  the  system  is  not  jeopardized  by  the 
modification(s).” 

There  is  additional  evidence  which  suggests  that  the  Laboratory’s  sampling  plan 
may  be  inadequate.  During  April  and  September  1993,  the  percentage  of  total 
coliform  positive  samples  reached  3.7  percent  and  4.0  percent,  respectively.  These 
levels  of  total  coliform  were  significantly  higher  than  in  other  months  of  the  year 
and  very  near  the  maximum  allowable  contaminant  level  of  5.0  percent. 

The  Laboratory  Supervisor  directed  that  additional  water  samples  be  taken  during 
these  outbreaks.  The  additional  samples  were  found  to  be  negative  for  coliform. 
The  Supervisor  states  that  she  suspects  that  the  Laboratory  Technicians 
responsible  for  taking  the  water  samples  that  indicated  positive  for  coliform  did 
not  sample  the  water  properly  and  may  have  taken  samples  at  locations  of  their 
own  convenience. 

If  the  Supervisor  suspected  that  samples  are  not  being  taken  properly,  additional 
samples  should  be  taken  to  confirm  negative  coliform  indications  as  well  as  for 
the  positive  indications.  Attempts  to  clarify  only  positive  samples  may  appear  to  be 
a weakness  in  the  sampling  plan. 

The  SFWD  should  act  promptly  to  improve  the  reliability  of  the  water  quality  data 
reported  to  the  State.  Three  steps  that  can  be  taken  to  better  assure  the  validity  of 
the  SFWD’s  water  quality  data  are  1)  structure  and  document  sampling 
procedures,  2)  install  a bar-code  scanning  system,  and  3)  transfer  water  quality 
operations  away  from  the  Laboratory.  These  steps  are  discussed  below. 

Structure  and  Document  Sampling  Procedures 

The  Laboratory  needs  to  structure  its  quality  assurance  and  control  procedures  to 
assure  that  its  sampling  and  testing  procedures  are  correctly  performed  and  the 
results  accurately  reported.  The  Laboratory  should  institute  a sampling  schedule 
that  is  random  and  cannot  be  predicted  by  the  operators  of  the  water  system.  The 
methods  should  safeguard  the  selected  sample  dates  in  order  that  the  water 
system  operators  cannot  learn  of  the  dates  prior  to  the  samples  being  taken.  All 
procedures  should  be  documented  and  reviewed  frequently. 

The  SFWD  should  periodically  review  the  Laboratory’s  methods  by  including 
water  samples  with  known  characteristics  into  a day’s  sample  inventory.  The 
State  uses  similar  methods  as  part  of  its  laboratory  certification  procedure. 

Install  a Bar-code  Scanning  System 

The  Laboratory  should  install  a bar-code  scanning  system  compatible  with  its  new 
computerized  laboratory  data  management  system  (commonly  called  a 
Laboratory  Information  Management  System  or  LIMS).  The  Laboratory  should 
have  the  LIMS  print  each  day’s  sample  requests  with  a bar-coded  control  number, 
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place  bar-code  identification  labels  at  each  standard  sample  location,  and  develop 
a list  of  bar-coded  activity  symbols. 

Using  pocket-size  scanners,  the  Technicians  could  scan  the  code  indicating  that 
they  have  begun  their  day’s  sample  run,  scan  the  location  identifier  at  each 
sample  location,  scan  the  sample  identifier,  and  scan  or  key-in  the  temperature 
and  chlorine  data  taken  in  the  field.  The  sample  bar-coded  identifiers  could  be 
printed  on  adhesive  labels  that  would  be  placed  on  the  sample  bottles  after  the 
sample  has  been  taken.  The  chemists  would  use  similar  procedures  to  track  each 
sample  through  their  laboratory  procedures  and  tests. 

Because  the  pocket  scanners  contain  an  internal  clock,  the  exact  time  of  each 
activity  could  be  captured  by  the  scanner.  At  the  end  of  each  day,  the  Laboratory 
staff  would  place  their  scanners  into  a recharging  device  that  would  transfer  the 
scanned  data  into  a computer.  This  bar-code  scanning  system  would  help  to 
validate  that  the  Technicians  take  samples  at  the  appropriate  time  and  place, 
document  the  custody  and  processing  sequences  of  each  sample,  allow  for  easier 
data  recording  and  computer  entry. 

Transfer  Water  Quality  Operations 

The  SFWD  should  isolate  the  Laboratory  from  the  operational  issues  of  water 
quality  that  concern  the  other  units  within  the  Water  Quality  Division.  The  Water 
Quality  Division  includes  three  activities:  (1)  Laboratory  water  sampling  analysis 
having  17  positions,  (2)  Cross  Connection  Control  having  four  positions,  and  (3) 
Water  Quality  Engineering  having  two  positions.  The  Water  Quality  Division’s 
Sanitary  Engineers  direct  that  specific  operating  procedures  be  implemented  by 
the  operating  divisions  to  protect  the  quality  of  the  system’s  water.  While  the 
Water  Quality  engineers  depend  on  water  quality  test  data  from  the  Laboratory, 
their  presence  about  the  Laboratory  area  as  the  managers  and  senior  members  of 
the  same  Division  can  influence  the  Laboratory  staff. 

Because  the  Water  Quality  Division’s  Sanitary  Engineers  are  involved  with  the 
day  to  day  operational  concerns  of  the  SFWD,  they  are  naturally  partial  in  favor  of 
the  results  of  their  recommendations  actually  improving  water  quality.  However, 
Water  Quality  Engineering  also  serves  an  oversight  role  to  ensure  that  the 
operating  divisions  do  not  take  short  cuts  that  may  compromise  water  quality.  For 
example,  Water  Quality  Engineering  is  responsible  for  overseeing  that  the 
maintenance  crews  properly  disinfect  any  pipeline  that  has  been  open  for 
maintenance  work  and  that  the  City’s  reservoirs  have  the  water  recycled 
according  to  standards. 

Therefore,  relocating  the  Water  Quality  Engineering  function  to  an  operating 
division  would  not  be  appropriate.  However,  these  activities  together  with  the 
Cross  Connection  Control  unit  could  be  segregated  from  the  Laboratory  and 
placed  within  the  six  position  Filtration  Avoidance  Project  unit  which  had 
previously  been  a part  of  the  Water  Quality  Division.  This  unit  would  take  the 
Water  Quality  Division  title  and  amend  it  slightly  to  Water  Quality  Engineering 
Division. 
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The  Laboratory  could  keep  the  Water  Quality  Division  Manager  position  and  the 
Assistant  Water  Quality  Manager  position  could  transfer  with  the  Water  Quality 
Engineers  to  the  new  Water  Quality  Engineering  Division.  Since  the  Assistant 
Water  Quality  Manager  position  has  been  responsible  for  performing  special 
studies  associated  with  water  quality  engineering  activities,  this  position  could 
transfer  to  the  new  Water  Quality  Engineering  Division.  The  proposed  Water 
Quality  Engineering  Division  would  have  13  positions.  The  18  position  Laboratory 
group  could  be  titled  the  Water  Testing  Laboratory  Division.  The  support  staff 
consisting  of  a Senior  Management  Assistant,  a Secretary  II  and  a Senior  Clerk 
Typist  should  continue  to  support  both  divisions  as  they  currently  do. 

Conclusions 

The  Budget  Analyst  and  the  State  Department  of  Health  Services  have  noted 
certain  facts  that  suggest  deficiencies  in  the  Laboratory’s  THM  sampling 
procedures.  The  SFWD  should  act  promptly  to  ensure  that  every  precaution  is 
taken  to  improve  the  reliability  of  water  quality  data  reported  to  the  State. 

Recommendations 

The  Budget  Analyst  recommends  that  the  SFWD  General  Manager: 

1 1. 4.1  Structure  the  Water  Quality  Laboratory’s  quality  assurance  and  control 
procedures  to  assure  that  its  sampling  and  testing  procedures  are 
correctly  performed  and  the  results  accurately  reported. 

11. 4. 2 Install  a bar-code  sample  tracking  system. 

11. 4.3  Transfer  water  quality  operations  away  from  the  laboratory  operation  by 
consolidating  the  filtration  avoidance  project  with  the  water  quality 
engineering  and  cross  connection  control  functions. 

Costs  and  Benefits 

By  improving  the  Water  Quality  Laboratory’s  quality  assurance  and  control 
procedures,  the  SFWD  will  be  better  able  to  assure  that  its  sampling  and  testing 
procedures  are  correctly  performed  and  the  results  reported  accurately.  The 
installation  of  a bar-code  scanning  system  will  cost  approximately  $20,000.  A bar- 
code scanning  system  will  validate  that  the  Technicians  take  samples  at  the 
appropriate  time  and  place,  document  the  custody  and  processing  sequences  of 
each  sample,  and  allow  for  easier  data  recording  and  computer  entry. 

The  isolation  of  Laboratory  operations  within  its  own  division  and  the  structuring 
of  quality  assurance  and  control  procedures  will  assure  that  its  sampling  and 
testing  procedures  are  correctly  performed  and  the  results  accurately  reported. 
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Section  III : Property  and  Contract  Management 
Section  III.l  : Land  Management 

• The  sfwd  owns  more  than  60,000  acres  of 

LAND  IN  ALAMEDA,  SANTA  CLARA  AND  SAN  MATEO 

counties.  The  sfwdLand  Section  leases 

WATERSHED  AND  PIPELINE  PROPERTY,  SUBJECT 
TO  USE  RESTRICTIONS.  APPROXIMATELY  38,400 
ACRES,  OR  64  PERCENT,  OF  SFWD  WATERSHED 
LAND  IS  LEASED  OR  UNDER  FEE  PERMIT  FOR  USE 
BY  PRIVATE  OR  OTHER  GOVERNMENTAL 
ENTITIES. 

• The  sfwd  does  not  have  a comprehensive 

INVENTORY  OF  PROPERTY  THAT  IDENTIFIES  SITES 
WITH  LEASE  POTENTIAL,  SURPLUS  SITES,  AND 
SITES  THAT  SHOULD  BE  ACQUIRED  TO  PROTECT 
THE  WATERSHED.  A PROPERTY  INVENTORY 
COULD  YIELD  NEW  LEASE  REVENUE 
OPPORTUNITIES  AND  REVENUES  FROM  SALE  OF 
SURPLUS  PROPERTY,  AND  PROVIDE  A BLUEPRINT 
FOR  LAND  ACQUISITION  CAPITAL  PLANNING. 

• MOST  LEASES  ARE  SIGNED  WITHOUT  EXPOSING 
THE  PROPERTY  TO  THE  MARKET.  ADVERTISING 
PARCELS  WITH  REAL  ESTATE  BROKERS  AND 
LOCAL  PLANNING  DEPARTMENTS,  NOTIFYING 
ADJACENT  BUSINESSES,  AND  KEEPING  LISTS  OF 
ALL  INQUIRIES  WOULD  REQUIRE  MINIMAL 
INVESTMENT  OF  STAFF  TIME  AND  MONEY,  AND 
RESULT  IN  A MORE  FAIR  LEASING  PROCESS  THAT 
COULD  INCREASE  REVENUES. 

• A MAJOR  LESSEE,  THE  MISSION  VALLEY  ROCK 
QUARRY,  HAS  NOT  BEEN  REQUIRED  TO 
REIMBURSE  THE  CITY  FOR  LAND  ASSESSMENTS, 
WHICH  WERE  $24,445  IN  FY  1992-93.  TH  E 
COMPANY  SHOULD  BE  ASKED  TO  AMEND  ITS 
EXISTING  LEASE  TO  PROVIDE  SUCH 
REIMBURSEMENT  AS  A CONDITION  OF  LEASING 
ANY  ADDITIONAL  PROPERTY  FROM  THE  SFWD. 

• The  sfwd  frequently  issues  use  permits  in 

CASES  WHERE  LEASES  WOULD  BE  MORE 

appropriate.  Management  of  the  Land 
Section  is  starting  to  correct  this 

PROBLEM,  BUT  THE  PUC  SHOULD  APPROVE  A 
RESOLUTION  TO  PROVIDE  CLEAR  PROCEDURAL 
GUIDELINES. 
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• The  sfwd  should  perform  routine 

PROPERTY  INSPECTIONS  TO  MONITOR 
COMPLIANCE  WITH  LEASE  TERMS.  LACK  OF 
COMPLIANCE  CAN  HARM  THE  WATERSHED  AND/OR 
CREATE  LIABILITY  PROBLEMS  FOR  THE  SFWD. 

• The  Land  Section  has  four  professional 

STAFF  TO  HANDLE  270  LEASES  AND  PERMITS.  THE 
DIVISION  IS  UNDERSTAFFED  TO  MAINTAIN  A 
PROPERTY  INVENTORY,  MARKET  PROPERTIES, 

MONITOR  LEASE  COMPLIANCE  AND  CONVERT 
NUMEROUS  PERMITS  TO  LEASES.  THE  SFWD 
SHOULD  CONSIDER  ADDING  A 4142  SENIOR  REAL 
PROPERTY  OFFICER  POSITION  TO  CARRY  OUT  THE 
NEW  FUNCTIONS  LISTED  ABOVE. 

Introduction 

The  SFWD  is  a major  land  owner  in  the  Counties  of  Alameda,  Santa  Clara  and  San 
Mateo.  The  SFWD  owns  thousands  of  acres  of  land  in  the  Peninsula  and  Alameda 
watersheds  in  order  to  protect  water  sources  from  any  kind  of  contamination  or 
erosion  that  might  result  from  development.  SFWD  watershed  property  includes 
approximately  25,000  acres  in  Alameda  County,  15,000  acres  in  Santa  Clara 
County,  and  another  22,000  acres  in  San  Mateo  County.  Additional  property  located 
directly  along  the  pipelines  that  bring  water  to  SFWD  customers  accounts  for 
approximately  another  300  acres  of  SFWD  holdings. 

As  a land  owner,  the  primary  concern  of  the  SFWD  is  to  protect  the  watershed  and 
the  pipelines.  The  potential  for  development  of  SFWD  property  is  severely  limited; 
watershed  lands  must  not  be  polluted  or  eroded,  and  pipeline  lands  cannot  have  any 
kind  of  structures  or  trees  that  would  block  immediate  access  to  underground  pipes. 
Nevertheless,  there  are  various  uses  for  watershed  and  pipeline  property  that  are 
consistent  with  water  policy  priorities. 

Watershed  Management  Plans  for  the  Peninsula  and  Alameda  Watersheds  are 
being  prepared  by  a consultant  under  contract  to  the  Water  Supply  and  Treatment 
Division  of  the  SFWD.  Scheduled  for  completion  in  1995,  these  plans  will  provide 
new  guidelines  for  use  and  protection  of  watershed  property.  The  broad  goal  of  the 
plans  is  to  provide  an  environment  for  production,  collection  and  storage  of  high 
quality  water,  allowing  a balance  of  compatible  educational,  recreational  and 
revenue  generating  activities. 

The  mission  of  the  Land  Section  is  to  maximize  revenues  from  SFWD  property 
within  the  constraints  of  departmental  land  management  requirements.  The  Land 
Section  is  placing  most  watershed  leases  on  a month-to-month  basis  when  they 
expire,  pending  the  expected  1995  completion  of  the  Management  Plan,  because 
some  current  uses  may  no  longer  be  permitted  after  adoption  of  the  Management 
Plan. 
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The  SFWD  Land  Section  primarily  performs  a leasing  function.  Property  that  is  not 
part  of  the  watershed  and  is  not  needed  for  SFWD  use  can  be  declared  surplus,  in 
which  case  the  City’s  Department  of  Real  Estate  (DRE)  takes  responsibility  for  its 
appraisal  and  sale.  But  the  Land  Section  focuses  on  leasing  or  issuing  permits  for 
the  extensive  SFWD  holdings  in  rural  and  urban  sections  of  the  East  Bay, 
Peninsula  and  San  Francisco.  In  FY  1992-93,  approximately  538  SFWD  leases  and 
permits  yielded  close  to  $4  million  in  revenue,  as  summarized  below. 

Summary  of  FY  1992-93  Land  Section  Activity 


Tvue  of  Arrangement 

Number 

Annual  Revenues 

Domestic  Garden  Permits 

268 

$1,340 

Revenue  Permits 

178 

381,943 

Agricultural  Leases 

25 

346,707 

Non-Agricultural  Leases 

01 

3.243.414 

TOTAL 

538 

$3,973,404 

In  addition  to  the  538  permits  and  leases  that  the  Land  Section  has  issued,  the 
Land  Engineering  Section  issues  various  “non-revenue  revocable  permits,”  (permits 
for  which  a one-time  processing  fee  is  charged),  primarily  to  municipalities  and 
utility  companies  for  uses  such  as  street  and  utility  crossings.  In  FY  1992-93  the 
SFWD  had  2,500  outstanding  non-revenue  revocable  permits. 

Inventory  of  Property 

The  SFWD  does  not  have  a comprehensive  property  inventory.  The  Water  Supply 
and  Treatment  Division  focuses  exclusively  on  watershed  land  protection,  including 
acquisition  of  land  as  needed.  The  Land  Section  confines  its  activities  to  managing 
property  in  the  watersheds  or  pipeline  right-of-way  that  is  under  lease  or  permit. 
The  division  responds  to  inquiries  about  SFWD  land,  but  does  not  actively  solicit 
tenants  for  unused  property.  The  DRE  handles  disposition  of  surplus  property 
referred  by  the  PUC,  but  no  division  of  the  SFWD  has  responsibility  for  identifying 
surplus  property.  There  is  no  central  location  for  property  data. 

The  Watershed  Management  Plans  will  include  Geographical  Information  System 
(GIS)  maps  which  will,  if  developed  as  planned,  contain  data  regarding  leased  uses, 
including  boundaries,  parcel  numbers,  pipe  locations  and  other  lease  data  that 
should  provide  a much  better  source  of  property  data  for  the  watersheds.  SFWD 
property  along  the  pipeline  may  be  mapped  separately;  a pilot  project  will 
implement  a separate  GIS  system  for  six  miles  of  pipeline,  and  lease  data  should  be 
included.  While  these  GIS  databases  will  enable  the  Land  Section  to  access 
information  about  land  already  under  lease  in  a more  timely  and  accurate  fashion, 
there  remains  a need  to  take  a close  look  at  property  that  has  not  been  leased,  but 
might  have  lease  potential. 
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A comprehensive  real  estate  survey  and  inventory  of  SFWD  property  could 
accomplish  the  following  objectives: 

• Identify  specific  sites  that  are  currently  vacant,  but  are  potentially 
leaseable  to  tenant  types  that  would  be  compatible  with  the  Watershed 
Management  Plans  or  pipeline  restrictions.  The  Land  Section  could  then 
solicit  tenants  for  these  parcels. 

• Identify  potentially  surplus  sites  for  sale  by  the  DRE. 

• Identify  areas  where  incompatible  uses  are  in  place,  (such  as  obstructions  to 
the  pipeline  right-of-way)  so  that  corrective  action  can  be  taken. 

• Identify  adjacent  areas  not  owned  by  the  SFWD  where  development  could 
pose  a threat  to  the  watershed.  The  SFWD  could  then  take  steps  to  obtain 
restrictive  zoning  from  local  authorities  or  to  acquire  the  properties  directly. 

In  many  cases,  land  owned  by  the  SFWD  may  not  be  suitable  for  any  kind  of 
agricultural,  commercial  or  recreational  use,  given  the  restrictions  on  development 
and  the  particular  location  of  the  property.  Nevertheless,  an  inspection  of  sites  could 
yield  new  revenue  opportunities.  A useful  inventory  conducted  by  a real  estate 
expert  would  include  detail  on  sites,  such  as  parcel  numbers,  location,  acreage,  site 
characteristics  and  likely  tenant  types. 

Leases 


Nearly  half  of  the  total  revenue  from  leases  and  permits  issued  by  the  SFWD  comes 
from  six  lessees,  who  together  paid  $1.9  million  in  rent  during  FY  1991-92.  The 
major  lessees  include  two  rock  quarry  operations  and  two  golf  courses.  They  are 
listed  below. 


Lessee  Activity 

Mission  Valley  Rock  Company  Quarry 

Sunol  Valley  Golf  Company  Golf  Course 

Santa  Clara  Sand  & Gravel  Company  Quarry 
Crystal  Springs  Golf  Course  Golf  Course 

OSH  Acquisition  Corporation  Store,  Parking 

Space  Systems/Loral  Corporation  Satellite  Tests 


FY  1992-93 
Annual  Revenue 
$672,810 
396,541 
357,645 
296,628 
173,100 
164,400 


The  golf  course  leases  are  subject  to  competitive  bids  upon  expiration.  The  quarries 
have  long-term  leases  because  of  the  major  investment  required;  quarry  companies 
pay  rent  based  on  tonnage  fees  that  are  evaluated  by  a consultant  hired  by  the 
SI  WD  every  five  years.  A review  of  the  leases  revealed,  however,  that  the  Mission 
Valley  Rock  Company  lease  does  not  require  the  company  to  reimburse  the  City  for 
taxes  and  assessments.  The  other  quarry  lease,  to  Santa  Clara  Sand  & Gravel 
Company,  does  require  such  reimbursement.  Land  assessments  for  the  main 
Mission  Valley  Rock  Company  lease  in  FY  1992-93  totaled  $24,445.  Although  the 
lease  is  not  scheduled  to  expire  until  the  year  2012,  the  company  is  involved  in 
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negotiations  with  the  Land  Section  to  obtain  a lease  for  another  167  acres  of  SFWD 
property.  The  lease  will  not  be  finalized  until  approximately  1995,  when  the 
Watershed  Master  Plan  is  completed,  but  at  that  time  the  Land  Section  should  be 
able  to  make  reimbursement  of  taxes  on  the  original  lease  a condition  of  entering 
into  any  new  lease  agreements  with  the  quarry  company. 

With  the  exception  of  the  golf  courses,  most  non-agricultural  leases  are  not  put  out 
to  bid.  SFWD  policy  prohibits  any  kind  of  structure  on  most  of  these  properties,  and 
Land  Section  staff  state  that  typically  the  only  potential  user  is  an  existing  neighbor 
who  needs  parking  or  landscaping  space.  The  Land  Section  does  not  advertise 
available  property.  Staff  negotiate  a lease  with  the  first  potential  lessee  to  inquire 
about  a parcel,  as  long  as  the  lessee  intends  a use  permitted  by  the  SFWD  and  is 
willing  to  comply  with  SFWD  lease  terms. 

Although  in  many  cases  the  policy  of  leasing  to  the  adjacent  property  owner  is  a 
realistic  reflection  of  actual  interest  in  the  property,  leases  valued  at  $12,000 
(monthly  rent  of  $1,000)  or  more  in  annual  rent  should  be  exposed  to  the  market.  If 
more  than  one  party  is  interested  in  leasing  the  property,  bids  should  be  requested. 
The  absence  of  any  such  process  could  lead  to  unfair  arrangements  that  exclude 
potential  high  bidders,  and  lose  revenue  for  the  SFWD.  Little  staff  time  would  be 
required  to  inform  nearby  property  owners,  active  local  real  estate  brokers  and 
planning  officials  of  the  availability  of  a piece  of  property.  Staff  should  also 
maintain  file  records  of  any  inquiries  regarding  properties  currently  under  lease,  so 
that  prior  to  renewing  a lease  bids  could  be  solicited  from  all  interested  parties. 

Approximately  25,600  acres  of  SFWD  watershed  property  is  currently  leased  for 
agricultural  and  grazing  purposes,  under  the  terms  of  25  separate  leases.1  The 
economics  of  agriculture  in  the  Bay  Area  results  in  low  lease  rates  for  grazing  land, 
and  total  revenues  in  FY  1992-93  of  only  $346,707  for  leasing  of  nearly  30,000  acres 
of  land.  Although  not  a major  revenue-generator,  grazing  reduces  fire  hazards  that 
can  contaminate  the  watershed.  At  the  same  time,  grazing  must  be  controlled  to 
avoid  erosion  or  contamination  of  water  sources  by  the  cattle.  Most  of  the 
agricultural  leases  extend  for  five  year  terms.  The  standard  agricultural  lease  form 
has  recently  been  revised  by  the  Land  Section,  in  conjunction  with  the  City 
Attorney’s  office,  to  give  the  City  more  protection  as  the  land  owner.  A standard 
grazing  lease  is  also  being  updated.  The  Land  Section  used  a competitive  bidding 
process  to  select  most  original  lessors,  but  leases  are  renewed  without  soliciting  new 
bids  unless  the  tenant  has  failed  to  adhere  to  restrictions  regarding  such  matters  as 
grazing  around  water  bodies.  Because  of  the  low  revenue  potential,  and  the 
importance  of  obtaining  tenants  who  adhere  carefully  to  land  use  restrictions,  the 
current  bidding  practices  for  agricultural  leases  appear  to  be  reasonable. 

Permits 

The  Land  Section  has  historically  issued  permits  in  many  cases  where  leases  would 
be  more  appropriate.  Permits  are  open-ended  in  duration,  and  provide  few  rights  to 


1 Another  1,907  acres  is  leased  to  the  East  Bay  Regional  Park  District  for  recreational  use. 
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the  permittee.  Although  permits  give  the  SFWD  maximum  flexibility  in  managing 
its  property,  they  have  two  disadvantages.  First,  permits  are  less  valuable  to  the 
user  than  leases,  because  they  do  not  provide  secure  rights  to  use  of  the  property  for 
a defined  period  of  time.  The  Land  Section  could  command  higher  payments  for 
leases  than  for  permits.  Second,  the  SFWD  can  require  more  of  a tenant  than  a 
permittee  in  terms  of  improvements  to  or  maintenance  of  the  property,  again 
because  the  tenant  can  make  such  an  investment  with  some  assurance  that  they 
will  be  able  to  exercise  continued  use  of  the  property.  The  primary  use  for  permits  is 
to  provide  a vehicle  for  an  interim  use  of  a piece  of  property,  or  to  provide  a simpler 
format  for  an  arrangement  that  involves  a small  parcel  and  a minor  financial 
consideration.  For  example,  the  SFWD  appropriately  issues  “garden  permits”  to 
home  owners  whose  property  is  adjacent  to  the  pipeline  right-of-way. 

In  FY  1992-93  the  Land  Section  managed  178  revenue  permits  exclusive  of  garden 
permits,  which  yielded  total  annual  revenues  of  $381,986.  A total  of  95  of  these  178 
permits,  or  53  percent,  were  first  issued  prior  to  1990,  and  so  were  clearly  not  for 
short-term,  interim  uses.  PUC  Resolution  No.  74-0390,  as  amended  by  PUC 
Resolution  No.  81-0341,  allows  the  General  Manager  of  the  PUC  to  issue  permits  for 
considerations  of  $600  or  less  per  month.  PUC  approval  is  required  for  permits  to  be 
issued  for  higher  considerations.  The  ordinance  does  not  clarify  when  permits,  as 
opposed  to  leases,  should  be  issued  for  commercial  uses,  although  for  agricultural 
uses  it  specifies  that  permits  should  only  be  issued  when  the  property  is  of  minimal 
size  or  for  an  interim  usage. 

The  Land  Section  should  work  with  the  City  Attorney’s  office  to  draft  a PUC 
resolution  to  clearly  define  the  conditions  under  which  a permit  should  be  issued  for 
use  of  SFWD  property.  Provision  should  be  made  to  allow  the  General  Manager  of 
the  SFWD  to  execute  leases  that  involve  monthly  rent  of  $1,000  or  less,  to  avoid 
unnecessary  delays  in  executing  minor  leases.  With  these  clarifications,  Land 
Section  staff  should  commence  a process  of  converting  permits  to  leases.  At  the  time 
of  conversion,  the  lease  should  be  reappraised  to  take  into  account  the  greater  value 
to  the  tenant  of  a lease  over  a permit.  The  Real  Property  Manager  of  the  Land 
Section  has  already  established  such  a conversion  as  a goal  for  the  Land  Section.  As 
noted  earlier  in  this  section,  Land  Section  staff  should  make  greater  efforts  to 
obtain  competitive  bids  for  leases  that  involve  rent  of  more  than  $1,000  per  month. 

Monitoring  of  Lease/Permit  Property 

The  Land  Section  has  made  considerable  recent  progress  in  updating  lease  and 
permit  conditions  to  obtain  greater  protection  for  SFWD  lands,  and  also  to  protect 
the  SFWD  from  potential  legal  liabilities  arising  from  use  of  its  property.  These 
contract  improvements,  however,  can  only  be  enforced  if  there  is  regular,  on-site 
monitoring  of  property  under  lease  or  permit.  Currently  the  Land  Section  responds 
to  complaints  from  the  public  or  from  SFWD  operational  staff  who  happen  to 
observe  a condition  that  appears  to  be  a hazard.  More  systematic  on-site  inspections 
by  Land  Section  or  operations  staff  who  are  familiar  with  contract  terms  is 
warranted.  The  Land  Section  should  review  all  leases  and  permits  to  identify  those 
that  are  the  highest  priority  for  inspection,  either  because  of  the  type  of  user,  the 
location,  or  other  considerations.  Routine  inspections  should  be  conducted  by  Land 
Section  staff,  or  Land  Section  staff  could  summarize  contract  terms  so  that 
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operations  staff  in  the  watersheds  or  the  pipeline  areas  could  conduct  the 
inspections. 

Surplus  Land 

The  SFWD  has  no  process  in  place  to  identify  surplus  land.  Conducting  an 
inventory  of  all  SFWD  land,  as  recommended  above,  is  a necessary  first  step  to 
disposing  of  property  that  is  no  longer  needed.  Once  a piece  of  land  has  been 
identified  as  potentially  surplus,  all  sections  of  the  SFWD  that  might  be  effected  by 
sale  of  the  property  must  be  consulted  to  insure  that  property  is  not  sold 
prematurely.  Until  recently,  this  consultation  process  has  been  informal  and  could 
be  initiated  by  any  manager  within  the  Department.  The  drawback  of  such  an 
informal  arrangement  is  that  there  has  been  no  incentive  for  any  particular 
manager  to  propose  that  a piece  of  land  be  declared  surplus.  Thus  surplus  land 
could  remain  under  SFWD  ownership  indefinitely,  foregoing  revenues  that  could  be 
applied  to  meeting  other  needs. 

SFWD  watershed  managers  have,  during  FY  1993-94,  started  to  focus  attention  on 
identifying  surplus  property  as  a potential  source  of  revenues  with  which  to  fund 
land  acquisitions  in  the  East  Bay  watershed.  The  SFWD  currently  does  not  own 
much  of  the  property  in  the  East  Bay  Watershed,  which  historically  was  devoted  to 
rural  land  uses.  However,  urban  growth  has  created  incentives  for  more  intensive 
private  development  of  some  properties  in  the  watershed,  and  SFWD  officials 
believe  that  the  Department  will  need  to  acquire  such  properties  to  protect  the 
watershed. 

During  the  course  of  this  management  audit,  a Land  Adjustments  Task  Force  was 
established  within  the  SFWD  to  identify  both  surplus  properties  and  properties  that 
should  be  acquired.  The  inventory  process  proposed  earlier  in  this  section  will  help 
the  task  force  with  this  land  identification  effort.  Surplus  property  should  be 
promptly  referred  by  this  task  force  to  the  General  Manager  and  the  PUC  for 
disposal  by  the  DRE.  The  Board  of  Supervisors  should  consider  designating 
revenues  from  sale  of  surplus  SFWD  land  for  use  in  watershed  property  acquisition 
by  the  SFWD. 

Land  Section  Staffing 

The  Land  Section  staff  consists  of  a Real  Property  Manager,  a Senior  Real  Property 
Officer,  two  Land  Use  Aides  and  two  Secretaries.  The  Land  Use  Aides  handle 
simple  permits  and  leases.  The  Property  Manager  and  Senior  Real  Property  Officer 
are  currently  responsible  for  an  average  of  24  assignments  each.  In  comparison,  a 
survey  of  Department  of  Real  Estate  (DRE)  assignments  for  the  second  quarter  of 
FY  1993-94  shows  that  DRE  staff  were  responsible  for  an  average  of  17  assignments 
each.  Mr.  Harry  Quinn  of  the  DRE  advised  the  Budget  Analyst  that,  although 
assignments  are  difficult  to  compare  because  they  vary  in  duration  and  complexity, 
the  average  DRE  assignment  is  comparable  to  the  average  Land  Section 
assignment. 

Given  the  heavy  assignment  load  of  the  Real  Property  manager  and  Senior  Real 
Property  Officer,  the  Land  Section  would  be  understaffed  to  maintain  a property 
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inventory,  more  actively  market  properties,  monitor  lease  compliance,  manage 
surplus  land  declarations,  and  convert  numerous  permits  to  leases,  as  discussed 
above.  Because  the  SFWD  lacks  a full  property  inventory  and  has  not  actively 
marketed  properties  in  the  past,  there  is  no  data  on  which  to  base  an  estimate  of 
revenues  that  could  be  generated  by  initiating  these  activities.  However,  it  would  be 
possible  to  monitor  revenues  from  new  leases,  as  well  as  the  differential  in  rent 
obtained  under  bids  compared  to  the  amount  of  rent  identified  through  the  Land 
Section's  traditional  appraisal  process,  during  a trial  implementation  period.  The 
SFWD  should  consider  hiring  a second  4142  Senior  Real  Property  Officer  to 
implement  these  recommendations.  The  added  cost  of  this  position  would  be 
$64,218,  including  salary  and  mandatory  fringe  benefits,  at  the  entry  level  step. 

Conclusion 

The  SFWD  owns  more  than  60,000  acres  of  land  in  Alameda,  Santa  Clara  and  San 
Mateo  Counties.  The  SFWD  Land  Section  leases  watershed  and  pipeline  property, 
subject  to  lease  restrictions  that  generally  forbid  structures  on  the  land  and  other 
activities  that  might  be  hazardous  to  the  watersheds  or  inhibit  access  to  the 
pipeline.  Approximately  38,400  acres,  or  64  percent,  of  SFWD  watershed  land  is 
leased  or  under  fee  permit  for  use  by  private  or  other  governmental  entities. 

The  SFWD  does  not  have  a comprehensive  inventory  of  property  that  identifies  sites 
with  lease  potential,  surplus  sites,  and  sites  that  should  be  acquired  to  protect  the 
watershed.  Geographical  Information  Service  (GIS)  mapping  that  is  underway  will 
greatly  improve  information  on  properties  already  under  lease  or  permit.  However, 
a full  property  inventory,  including  an  evaluation  of  non-leased  property,  could  yield 
new  lease  revenue  opportunities  and  revenues  from  sale  of  surplus  property,  and 
provide  a blueprint  for  land  acquisition  capital  planning. 

Most  leases  are  signed  without  exposing  the  property  to  the  market.  Advertising 
parcels  with  real  estate  brokers  and  local  planning  departments,  notifying  adjacent 
businesses,  and  keeping  lists  of  all  inquiries  would  require  minimal  investment  of 
staff  time  and  money,  and  produce  a more  fair  leasing  process  that  could  increase 
revenues. 

A major  lessee,  the  Mission  Valley  Rock  Quarry,  has  not  been  required  to  reimburse 
the  City  for  land  assessments.  The  company  should  be  asked  to  amend  its  existing 
lease  to  provide  such  reimbursement  as  a condition  of  leasing  any  additional 
property  from  the  SFWD. 

The  SFWD  frequently  issues  permits  in  cases  where  leases  would  be  more 
appropriate.  Management  of  the  Land  Section  is  starting  to  correct  this  problem, 
but  a PUC  resolution  providing  clear  procedural  guidelines  should  be  drafted  and 
approved. 

The  Land  Section  does  not  perform  routine  property  inspections  to  monitor 
compliance  with  lease  terms.  Lack  of  compliance  can  harm  the  watershed  and/or 
create  liability  problems  for  the  SFWD. 
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The  Land  Section  has  four  professional  staff  to  handle  270  lease  and  permits.  The 

division  would  be  understaffed  to  maintain  a property  inventory,  more  actively 

market  properties,  monitor  lease  compliance  and  convert  numerous  permits  to 

leases. 

Recommendations 

The  Budget  Analyst  recommends  that  the  SFWD  Land  Section  should: 

III.  1.1  Develop  a comprehensive  inventory  of  property  in  conjunction  with 

Geographic  Information  System  mapping,  listing  specific  sites  that  have 
leasing  potential  by  parcel  number,  location,  acreage,  site  characteristics 
and  likely  tenant  types.  The  inventory  should  also  include  property 
currently  under  lease  and  identify  potentially  surplus  property. 

III.  1.2  Expose  all  available  property  to  the  market  by: 

(1)  providing  copies  of  the  inventory,  as  well  as  notice  of  specific  leases 
up  for  renewal,  to  active  local  real  estate  brokers  and  county  planning 
officials; 

(2)  maintaining  lists  of  all  property  inquiries,  and  informing  interested 
parties  that  outside  bids  will  be  accepted  prior  to  renewal  of  an  existing 
lease; 

(3)  purchasing  occasional  newspaper  advertisements  to  list  properties 
with  greatest  lease  potential. 

III.  1.3  Accept  lease  bids  in  all  cases  where  more  than  one  interested  party  can  be 

identified. 

III.  1.4  Inform  the  Mission  Valley  Rock  Quarry  that  amendment  of  the  existing 

lease  to  provide  the  SFWD  with  reimbursement  for  land  assessments  is  a 
condition  of  leasing  any  additional  property  from  the  SFWD. 

III.  1.5  Work  with  the  City  Attorney’s  office  to  draft  a PUC  resolution  that  would 

clearly  define  the  conditions  under  which  a permit  in  lieu  of  a lease  should 
be  issued,  and  grant  the  General  Manager  of  the  SFWD  the  authority  to 
execute  leases  or  permits  that  involve  a monthly  consideration  of  $1,000 
or  less. 

III.  1.6  Identify  high  priority  leases  and  permits  for  regular  inspection  regarding 

compliance  with  lease/permit  terms.  Inspect  directly  or  summarize 
contract  terms  and  obtain  cooperation  from  operations  personnel  to  carry 
out  inspections. 

The  SFWD  Land  Adjustments  Task  Force  should: 

III. 1.7  Prepare  lists  of  potentially  surplus  property,  as  identified  in  a property 

inventory  for  prompt  referral  to  the  General  Manager  and  the  PUC. 
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The  Public  Utilities  Commission  should: 

III.  1.8  Consider  adding  an  entry  level  4142  senior  real  property  officer  to  permit 

the  land  section  to  implement  the  above  recommendations. 

The  Board  of  Supervisors  should: 

III.  1.9  Consider  designating  revenues  from  sale  of  surplus  SFWD  land  for  use  in 

watershed  property  acquisition  by  the  SFWD. 

Costs/Benefits 

Developing  an  inventory  of  potentially  leaseable  property  and  exposing  all 
properties  to  the  real  estate  market  would  produce  a more  fair  leasing  process  that 
could  increase  revenues.  Systematically  identifying  surplus  properties  could  result 
in  increased  revenues  from  sale  of  additional  surplus  property,  and  help  fund 
acquisition  of  watershed  lands  threatened  by  development.  Amending  the  Mission 
Valley  Rock  Quarry  lease  would  reimburse  the  SFWD  for  approximately  $24,445  in 
annual  assessment  payments.  More  actively  monitoring  for  compliance  with  lease 
and  permit  terms  will  protect  the  SFWD  from  potential  legal  liabilities  and  costly 
damage  to  the  watersheds.  Hiring  an  entry  level  4142  Senior  Real  Property  Officer 
would  cost  $64,218,  including  salary  and  mandatory  fringe  benefits,  at  the  entry 
level  step. 
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Section  III.2  : Management  of  the  Pleasanton  Development  Project 

• THE  SFWD  OWNS  A SURPLUS  550-ACRE  SITE  IN  AN 
UNINCORPORATED  AREA  OF  ALAMEDA  COUNTY 
WITHIN  THE  CITY  OF  PLEASANTON.  CITY  OF  SAN 
FRANCISCO  OFFICIALS  HOPE  TO  DEVELOP  THE 
SITE  TO  GENERATE  AN  ON-GOING  STREAM  OF 
REVENUE  FOR  THE  PUC  AND  THE  GENERAL  FUND. 

THE  SAN  FRANCISCO  LANDS  IN  PLEASANTON 
REPRESENT  A SUBSTANTIAL  REVENUE- 
GENERATING OPPORTUNITY,  AS  WELL  AS  A 
UNIQUE  CHALLENGE  TO  THE  ABILITY  OF  CITY 
GOVERNMENT  TO  MAXIMIZE  PROFITS  WITHOUT 
TAKING  ON  UNDUE  RISK  OR  UNDERMINING 
INTERGOVERNMENTAL  RELATIONS. 

• THIS  MULTI-MILLION  DOLLAR  REAL  ESTATE 
DEVELOPMENT  PROJECT  IS  BEING  STAFFED 
SOLELY  WITH  THE  PART-TIME  ATTENTIONS  OF 
THE  WATER  DEPARTMENT’S  CUSTOMER  SERVICES 
DIVISION  MANAGER,  AND  0.5  FTE  ASSISTANCE 
FROM  THE  CITY  ATTORNEY’S  OFFICE.  THE 
CONSULTING  FIRM  HIRED  TO  PREPARE 
DEVELOPMENT  PLANS  APPEARS  TO  HAVE  UNDUE 
CONTROL  OVER  PROJECT  DIRECTION,  BOTH 
BECAUSE  THE  PROJECT  MANAGER  LACKS  REAL 
ESTATE  DEVELOPMENT  EXPERTISE  AND  BECAUSE 
OF  INADEQUATE  POLICY  REVIEW  BY  HIGH  LEVEL 
SFWD,  PUC  AND  CITY  APPOINTED  AND  ELECTED 
OFFICIALS. 

• PROJECT  DIRECTION  SHOULD  BALANCE 
MAXIMIZATION  OF  PROFITS  TO  THE  CITY  WITH 
PURSUING  THE  PUBLIC  INTEREST  IN  AN  INTER- 
JURISDICTIONAL  CONTEXT.  A FULLY  INFORMED 
ADVISORY  COMMITTEE,  STAFFED  BY  KEY  CITY 
OFFICIALS  APPOINTED  BY  THE  GENERAL 
MANAGER  OF  THE  PUC,  SHOULD  PROVIDE  INPUT 
ON  STRATEGIC  DEVELOPMENT  CHOICES.  ABSENT 
SUFFICIENT  COMMITMENT  ON  THE  PART  OF 
THESE  INDIVIDUALS  TO  PARTICIPATE  IN  SUCH  A 
PROCESS,  THE  CITY  SHOULD  ITAKE  STEPS  TO 
SELL  THE  PROPERTY  TO  A PRIVATE  DEVELOPER 
AS  SOON  AS  A DEVELOPMENT  AGREEMENT  IS 
SIGNED  WITH  THE  LOCAL  GOVERNMENT. 
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History  of  the  Project 


The  SFWD  has  owned  a 550-acre  site  in  the  southern  area  of  Pleasanton  since  1930, 
before  the  City  of  Pleasanton  was  incorporated.  The  site  was  originally  acquired  as 
a well  field  to  provide  water  for  San  Francisco,  but  the  use  of  the  wells  has  been 
phased  out  over  the  years,  except  for  irrigation  of  hay  and  other  crops  grown  on  the 
site.  Although  surrounded  by  City  of  Pleasanton  lands,  the  site  remains  an 
unincorporated  area  of  Alameda  County. 

Starting  in  1986,  San  Francisco  officials  began  discussions  with  Pleasanton  officials 
regarding  development  of  the  site.  City  of  San  Francisco  officials  saw  the  site  as  an 
opportunity  to  provide  the  General  Fund  with  a sizable,  ongoing  stream  of  revenue 
by  developing  the  property  and  retaining  a financial  interest  in  it,  as  opposed  to  the 
more  traditional  strategy  of  selling  surplus  property  to  a private  developer.  In  1988, 
a joint  committee  of  the  PUC  and  the  City  of  Pleasanton  selected  a contractor,  The 
Planning  Collaborative,  Inc.  to  prepare  a Specific  Plan  for  the  property. 

A draft  Specific  Plan,  which  showed  a condominium/detached 
housing/office/shopping  center  complex  around  a golf  course,  was  presented  to  the 
Pleasanton  City  Council  at  the  end  of  1990.  At  the  Council's  request,  then-Mayor 
Agnos  agreed  to  submit  the  draft  to  a citizen’s  advisory  committee  for  review.  The 
citizen’s  review  process  started  in  February  1992,  and  continued  for  13  months.  In 
March  1993  the  Preferred  Plan  which  resulted  from  this  process  was  presented  to 
the  Pleasanton  City  Council.  The  Pleasanton  City  Council  chose  not  to  approve  the 
proposed  Plan,  but  instead  to  refer  it  to  the  Pleasanton  General  Plan  Update 
Committee,  which  has  not  taken  further  official  action. 

Current  Project  Status 

As  of  the  writing  of  this  report,  the  development  team,  consisting  of  the  Project 
Manager,  a Deputy  City  Attorney  and  the  primary  consultant,  have  been  pursuing 
negotiations  with  the  local  authorities  to  reach  an  agreemen  that  could  lead  to 
approval  of  a development  agreement. 

A financial  subconsultant  estimates  that  the  project  could  generate  net  revenues  of 
$319  million  over  a 15  year  build-out  period.  Only  preliminary  analysis  has  been 
done,  however,  regarding  means  of  financing  the  development.  The  project  manager 
anticipates  that  the  City  will  enter  into  some  form  of  partnership  with  a private 
developer  once  a development  agreement  is  signed  with  the  local  jurisdiction.  The 
City  has  three  broad  options  in  regard  to  the  project:  to  sell  the  property  outright;  to 
become  a silent  equity  partner  with  a guaranteed  income  stream;  or  to  stay  on  as  an 
active  partner,  taking  more  risk  and  a higher  percentage  of  the  profits.  The 
partnership  could  be  carried  out  directly  by  the  City  or  through  the  creation  of  a 
non-profit  development  corporation  to  shield  the  General  Fund  from  some  of  the 
financial  and  legal  risks.  The  potential  for  use  of  revenue  bonds  is  another  area  that 
has  not  yet  been  thoroughly  explored  by  the  project  team. 

The  negotiations  and  choices  outlined  above  have  potential  multi-million  dollar 
implications  for  the  PUC  and  the  General  Fund.  Besides  the  financial  stakes,  the 
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large  size  of  the  development  means  that  it  will  have  a significant  impact  on  the 
City  of  Pleasanton  and  Alameda  County.  For  this  reason  the  City  invested  in  the 
lengthy  and  costly  public  participation  process  mentioned  earlier.  There  is  still 
considerable  divergence  of  opinion  among  East  Bay  elected  officials  regarding  the 
appropriate  scale  and  nature  of  the  project.  Project  decision-makers  must  protect 
the  City  of  San  Francisco’s  financial  interests.  Policy  decisions  must  also  be  made 
that  will  effect  the  City’s  relationships  with  East  Bay  jurisdictions. 

Project  Management 

This  project  has  undergone  frequent  changes  in  management.  Originally  led  by 
PUC  staff,  it  was  transferred  to  the  Mayor’s  Office  of  Transportation  and  then  back 
to  a different  project  manager  in  the  PUC.  In  April  of  1993  the  project  was  turned 
over  to  the  SFWD  Customer  Services  Division  Manager.  The  project  has  never  been 
staffed  beyond  a part-time  project  manager  who  has  always  had  other  major 
responsibilities  besides  this  project. 

The  most  obvious  result  of  this  lack  of  consistent  or  sufficient  project  management 
has  been  the  mushrooming  of  a consultant  contract  with  The  Planning 
Collaborative,  Inc.  that  has  grown  from  an  original  fee  of  $323,000  through  four 
contract  modifications  to  a current  total  of  $2,095,058.  The  intensive  public  review 
process  in  Pleasanton  certainly  added  significant  costs,  but  a review  of  project  files 
suggests  that  the  consultant’s  modified  budgets  and  scopes  of  work  were  not  closely 
scrutinized.  There  is  no  correspondence  for  any  of  the  modifications  that  would 
indicate  an  attempt  to  control  costs.  Furthermore,  there  has  been  no  attempt  to 
identify  tasks  that  could  have  been  performed  at  lower  cost  by  Planning 
Department  staff  under  a work  order,  or  to  isolate  portions  of  new  work  that  could 
be  competitively  bid.  In  fact,  SFWD  files  contain  insufficient  information  to  permit 
proper  validation  of  consultant  invoices  for  this  project,  as  discussed  in  Section  _ on 
SFWD  Contract  Management.  The  current  project  manager  instituted  improved 
invoicing  requirements  for  the  consultant  prior  to  and  during  the  course  of  this 
audit. 

More  importantly,  the  consultant  appears  to  have  virtual  control  over  project 
direction.  Project  managers  have  changed  too  frequently.  The  current  project 
manager  has  no  prior  real  estate  development  or  planning  experience,  although  he 
does  have  knowledge  of  water  supply  and  treatment  issues  that  are  important  to 
the  effort.  A group  of  Deputy  City  Attorneys  devote  a combined  0.5  FTE  to  the 
project,  and  are  the  only  participating  City  staff  members  with  real  estate 
development  experience.  During  the  course  of  this  audit,  the  project  manager 
solicited  proposals  in  an  effort  to  retain  a real  estate  developer  to  provide  “peer 
review”  consultant  services  for  the  project.  This  should  at  least  partially  alleviate 
the  over-reliance  on  the  primary  planning  consultant  for  strategic  guidance. 

Compounding  the  problems  created  by  thin  staffing,  the  project  is  operating  with 
minimal  oversight  from  key  appointed  and  elected  officials.  The  involvement  of 
high-level  officials  has  been  minor  up  to  this  time.  During  the  course  of  this  audit 
the  project  manager  stated  his  intent  to  institute  monthly  progress  reports  to  the 
General  Managers  of  the  SFWD  and  the  PUC,  who  had  not  been  briefed  on  any 
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regular  basis  before.  The  PUC  has  received  irregular  briefings,  generally  in 
connection  with  contract  modifications.  The  Board  of  Supervisors  did  not  even  have 
the  opportunity  to  vote  on  the  first  three  of  four  contract  modifications.  Public 
discussions  at  the  PUC  and  the  Board  of  Supervisors  have  been  kept  to  a minimum, 
because  the  PUC  determined  that  disclosure  of  items  such  as  financial  projections 
would  jeopardize  the  City's  negotiating  position.  In  January  1994  the  Director  of  the 
Mayor’s  Office  of  Housing  was  assigned  to  serve  as  a project  liaison  with  the  Mayor; 
as  of  the  writing  of  this  report  it  was  not  clear  how  actively  this  official  would  be 
involved. 

We  must  infer  that  major  development  decisions  are  being  framed  by  the  project 
consultant,  and  made  by  the  SFWD  Customer  Services  Division  Manager,  with 
input  only  from  the  City  Attorney's  office.  We  found  no  evidence  that  the  consultant 
or  subconsultants  have  abused  the  power  they  have  been  given;  however  it  is  in  the 
City’s  interest  to  exercise  careful  oversight  of  a project  of  this  complexity,  financial 
importance  and  inter-governmental  significance. 

The  project  has  already  changed  managers  several  times,  and  the  importance  of 
maintaining  established  relationships  with  City  and  County  officials  and  the 
consultant  during  a period  of  intense  negotiations  would  argue  for  retaining  the 
current  project  manager.1  The  most  pressing  need  at  the  current  stage  of  the 
project,  however,  is  to  establish  a mechanism  whereby  senior  level  City  officials  can 
make  the  crucial  policy  decisions  that  are  pending. 

The  SFWD,  and  by  extension  the  City,  is  functioning  like  a private  developer  in  the 
Pleasanton  project,  seeking  approvals  to  proceed  with  a profit-making  venture  in 
another  jurisdiction.  A private  developer  that  had  the  resources  to  undertake  a 
project  of  this  scale  would  typically  have  a Board  of  Directors,  composed  of 
prominent  real  estate  and  financial  leaders,  to  protect  the  fiduciary  interests  of 
shareholders.  The  City  has  both  fiduciary  and  policy  interests  to  protect.  Thus  the 
City  has  a greater  need  for  active  oversight.  For  projects  related  to  public  utilities, 
the  PUC  performs  this  function,  but  the  nature  of  this  project  falls  outside  the  areas 
of  expertise  that  are  normally  expected  of  PUC  Commissioners.  Furthermore, 
confidentiality  concerns  inherent  in  doing  this  type  of  major  real  estate  development 
make  it  difficult  to  involve  the  PUC  in  detailed  decision-making.  The  Pleasanton 
project  team  should  have  regular  input  from  an  Advisory  Committee  that  would 
draw  on  development  expertise  in  other  areas  of  City  government,  and  make  senior 
officials  more  involved  in  direction  of  the  project.2  The  Advisory  Committee  should 


1Should  the  Board  of  Supervisors  approve  an  agreement  with  a private  developer  that  would  give  the 
City  an  active  role  in  the  actual  development  of  the  project.  City  staffing  will  have  to  be  augmented 
to  provide  the  time  and  skills  to  fulfill  these  tasks. 

2The  project  manager  established  an  advisory  committee  during  the  course  of  this  management 
audit,  composed  of  representatives  of  the  SFWD  Agriculture  and  Land  Division,  the  SFWD 
Environmental  Management  Division,  the  Department  of  Real  Estate  and  the  City  Attorney’s  office. 
While  this  input  could  be  useful,  the  committee  does  not  include  any  of  the  responsible  high  level 
officials,  nor  does  it  sufficiently  tap  City  development  expertise  outside  the  SFWD. 
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in  turn  be  responsible  for  referring  policy  decisions  to  the  PUC  and  the  Board  of 
Supervisors,  in  open  session  whenever  possible. 

Such  a group  should  be  appointed  by  the  General  Manager  of  the  PUC,  and  include, 
in  addition  to  the  General  Manager  himself,  the  Chief  Administrative  Officer  (CAO) 
and  a representative  from  the  Mayor’s  Office.  Senior  staff  from  the  Controller’s 
Office,  Planning  Department  and  from  one  of  the  City  departments  or  agencies  that 
do  real  estate  development,  such  as  the  Port,  could  also  be  assigned  to  participate. 
The  SFWD  and  the  City  Attorney’s  Office  are  already  represented  on  the  project 
team  that  would  report  to  the  Advisory  Committee. 

Summary 

The  SFWD  is  managing  a major  real  estate  development  project  in  an 
unincorporated  area  of  Alameda  County  within  the  City  of  Pleasanton. 
Management  of  the  project  has  been  shifted  between  the  PUC,  the  Mayor’s  Office 
and  the  SFWD,  as  well  as  between  four  different  part-time  project  managers,  since 
its  inception  less  than  ten  years  ago.  The  Board  of  Supervisors  has  not  been  briefed 
on  project  progress  or  strategy  on  any  regular  basis,  and  even  at  the  level  of  the 
PUC  there  has  been  very  little  public  discussion  of  the  project.  Throughout  this 
time,  the  only  consistent  participants  have  been  the  primary  consultant  and  certain 
subconsultants. 

The  current  project  manager  is  starting  to  institute  better  invoicing  requirements 
and  expects  to  start  regular  reporting  to  the  General  Managers  of  the  SFWD  and 
the  PUC.  In  late  January  1993  the  Director  of  the  Mayor’s  Office  of  Housing  was 
assigned  to  serve  as  a project  liaison  with  the  Mayor’s  Office.  As  noted  earlier,  a 
private  real  estate  developer  will  be  retained  to  provide  peer  review  of  project  plans 
and  strategies.  These  steps  are  helpful,  but  inadequate  to  insure  that  the  City’s 
financial  and  policy  interests  will  be  well-served  and  that  there  is  independent 
evaluation  of  consultant  recommendations. 

Difficult  negotiations  are  now  required  with  local  authorities  as  well  as,  eventually, 
with  a private  developer.  The  existing  project  team,  consisting  of  the  project 
manager  (the  SFWD  Customer  Services  Division  Manager),  a Deputy  City  Attorney, 
and  the  contract  consultant,  should  operate  with  the  input  of  an  advisory  committee 
that  would  make  greater  development  experience  available  to  the  project  team  from 
within  the  City,  and  make  higher  level  officials  more  involved  in  strategic 
decision-making. 

The  project’s  history  suggests  that  there  has  not  been  sufficient  interest  at  the  level 
of  PUC  Administration  or  the  Mayor’s  Office  to  provide  consistent  direction  for  the 
endeavor,  despite  over  $2  million  in  expenditures  from  the  SFWD  capital  budget.  If 
senior  City  officials  cannot  find  the  time  to  participate  actively  on  such  a steering 
committee,  the  SFWD  should  turn  the  property  over  to  the  Department  of  Real 
Estate  (DRE)  for  sale  as  soon  as  a development  agreement  is  signed.  (The  property 
will  be  much  more  valuable  with  a development  agreement  than  it  is  now.)  Such  a 
course  of  action  would  result  in  lower  revenues  to  the  City  in  present  value,  but  the 
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City  should  not  assume  the  financial  and  political  risks  of  a project  of  this  scale  and 
nature  without  providing  adequate  oversight. 

Conclusion 

The  SFWD  owns  a surplus  550-acre  site  in  an  unincorporated  area  of  Pleasanton. 
City  of  San  Francisco  officials  hope  to  develop  the  site  to  generate  an  on-going 
stream  of  revenue  for  the  PUC  and  the  general  fund.  The  San  Francisco  lands  in 
Pleasanton  represent  a substantial  revenue-generating  opportunity,  as  well  as  a 
unique  challenge  to  the  ability  of  City  government  to  maximize  profits  without 
taking  on  undue  risk  or  undermining  intergovernmental  relations. 

This  multi-million  dollar  real  estate  development  project  is  being  staffed  solely  with 
the  part-time  attentions  of  the  Water  Department’s  Customer  Services  Division 
Manager,  and  .5  FTE  assistance  from  the  City  Attorney’s  Office.  The  consulting 
firm  hired  to  prepare  development  plans  has  undue  control  over  project  direction, 
both  because  the  project  manager  lacks  real  estate  development  expertise  and 
because  of  inadequate  policy  review  by  high  level  SFWD,  PUC  and  City  appointed 
and  elected  officials. 

Recommendations 

The  General  Manager  of  the  PUC  should: 

111. 2.1  Establish  a Pleasanton  Lands  Project  Advisory  Committee.  Membership 
should  include  the  Chief  Administrative  Officer,  the  General  Manager  of 
the  PUC,  senior  staff  of  the  Controller’s  Office  and  the  Planning 
Department,  an  experienced  representative  from  one  of  the  City  agencies 
that  does  real  estate  development,  such  as  the  Port,  and  a representative 
from  the  Mayor’s  office. 

The  Board  of  Supervisors  should: 

111. 2.2  Direct  the  SFWD  to  turn  the  property  over  to  the  Department  of  Real 
Estate  for  sale  as  soon  as  a development  agreement  is  signed  if  the  Lands 
Project  Advisory  Committee  cannot  be  staffed  with  the  appropriate 
administrators. 

The  Pleasanton  lands  Project  Manager  in  the  SFWD  should: 

111. 2. 3 Convene  the  Lands  Project  Advisory  Committee  for  semi-monthly 
meetings,  and  provide  detailed  briefings  of  project  progress  and  issues. 
The  Project  Manager  should  bring  all  substantive  matters  of  policy  or 
strategy  to  the  Lands  Project  Advisory  Committee  for  their  input. 

The  Pleasanton  Lands  Project  Advisory  Committee  should: 

111. 2.4  Provide  quarterly  project  progress  reports  to  the  Public  Utilities 
Commission  and  the  Board  of  Supervisors. 

1 1 1.2.5  Bring  all  major  policy  choices  to  the  PUC  and  the  Board  of  Supervisors. 
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Section  m .3:  Peninsula  Watershed  Fire  Protection 


• BECAUSE  OF  THE  FIRE  HAZARD  POTENTIAL, 

SFWD  SHOULD  MAINTAIN  AND  IMPROVE  FIRE 
BREAKS  IN  THE  PENINSULA  WATERSHED 
AND  EXPAND  ITS  PROGRAM  OF  REMOVING 
GROWTH  WHICH  HAS  ACCUMULATED  AS  A 
FLAMMABLE  FUEL. 

• THE  SFWD  SHOULD  PREPARE  AN  EXPLICIT 
FIRE  MANAGEMENT  PLAN  FOR  THE 
WATERSHED  INCLUDING  A DETAILED 
BUDGET  FOR  CONSIDERATION  BY  THE  BOARD 
OF  SUPERVISORS. 

The  San  Francisco  Water  Department  manages  a protected  watershed  on  the  San 
Francisco  Peninsula.  This  22,600  acre  watershed  includes  virtually  all  the  land 
that  drains  into  the  City’s  Pilarcitos,  San  Andreas,  and  Upper  and  Lower  Crystal 
Springs  Reservoirs. 

The  Department  severely  restricts  outside  activities  in  this  watershed  to  protect 
the  quality  of  water  that  is  treated  by  the  Harry  Tracy  (San  Andreas)  Water 
Treatment  Plant  (HTWTP).  The  limitation  of  human  activity  in  the  watershed 
also  serves  to  minimize  potential  causes  of  excessive  sediment  and  organic 
material  draining  into  the  reservoirs.1  The  Department  has  limited  its  own 
activities  on  the  watershed.  Over  the  decades  under  these  restrictions,  it  has  not 
cleared  fire-breaks  and  has  not  controlled  vegetation  growth  which  has 
accumulated  as  flammable  fuels. 

A major  fire  in  the  watershed  would  likely  create  a build-up  of  ash  and  organic 
matter  in  the  reservoirs.  Also,  without  the  root  systems  of  living  plants  to  stabilize 
the  soil  along  the  steep  slopes  of  the  watershed,  subsequent  rains  would  erode 
large  amount  of  soil  and  organic  material  depositing  them  into  the  reservoirs. 
Such  high  level  of  sediment  and  organic  matter  in  the  reservoirs. 

According  to  the  Superintendent  of  Water  Treatment  Facilities,  a major  fire 
which  burned  a large  part  of  the  watershed  would  eliminate  the  use  of  the 
Peninsula  reservoirs  and  the  HTWTP  until  the  concentrations  of  sediment  settled 
out  of  the  water.  This  could  take  several  months.  Without  the  use  of  the  Peninsula 
Watershed  and  the  HTWTP,  the  City  and  many  of  its  suburban  water  customers 
would  have  to  depend  supply  of  water  from  the  Sunol  and  Hetch  Hetchy  systems. 

The  Water  Supply  and  Treatment  Division  has  requested  funding  of  $900,000  from 
the  Department’s  FY  1994-95  Capital  Improvement  Budget  to  finance  a program 
to  begin  to  eliminate  the  accumulated  fire  fuel  within  the  watershed. 


1 Water  treatment  plants  remove  particulates  that  cloud  water  and  pathogens  that  can  cause 
diseases.  The  particulates  are  particles  of  sediment  that  have  not  settled  out  of  the  water  on  their 
own.  Some  microscopic  particulates  remain  in  suspension,  so  the  water  treatment  plants  must 
coagulate/flocculate  these  into  larger  particles  that  can  be  settled  or  filtered  out.  Therefore,  any 
additional  amount  of  these  substances  in  the  reservoir  water  will  cost  more  to  remove. 
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According  to  the  SFWD’s  Watershed  Manager,  an  aggressive  program  to 
significantly  reduce  the  watershed  fire  hazard  would  require  a project  budget  of 
approximately  $1.5  million.  However,  this  budget  has  been  developed  without 
having  prepared  a explicit  fire  management  plan  for  the  watershed.  The  SFWD 
estimates  that  such  a plan  would  cost  $35,000. 

A fire  management  plan  for  the  watershed  should  propose  specific  methods  and 
costs  for  a Peninsula  Watershed  Fire  Protection  Project.  In  general,  a Peninsula 
Watershed  Fire  Protection  Project  would  include  methods  for  systematically 
breaking  down  the  undergrowth  and  burning  out  the  accumulated  fuel  in  a 
strictly  controlled  manner  at  a rate  of  approximately  500  acres  per  year. 
Alternative  sections  would  be  cleared  in  order  to  create  fire  breaks. 

The  SFWD  should  plan  a Peninsula  Watershed  Fire  Protection  Project  so  that 
clearing  and  controlled  burning  would  be  done  with  care  in  order  that  rare  and 
endangered  plants  and  animals  would  not  be  harmed  unnecessarily.  However, 
controlled  burning  uses  a cool  fire  relative  to  the  intense  heat  of  a wild  fire.  The 
cooler  fire  would  not  likely  bum  a plant  down  to  its  root  system  and  destroy  it  as 
the  hotter  fire  would.  Reportedly,  clearing  methods  are  available  that  would 
reduce  the  density  of  accumulated  material  and  leave  the  plants  alive  and  green, 
so  that  the  cleared  areas  would  not  be  visible  from  the  Interstate  280  freeway. 

Conclusion 

Over  the  decades  the  Water  Department  has  not  adequately  maintained  fire- 
breaks and  has  not  controlled  the  vegetation  growth  which  has  accumulated  as 
flammable  fuels  throughout  the  Peninsula  Watershed. 

The  Water  Department  should  minimize  fire  hazards  and  reduce  the 
accumulating  overgrowth  on  its  property  as  private  property  owners  must  keep 
their  properties  cleared  of  accumulations  of  uncut  grasses  and  weeds. 

Recommendation 

1 1 1. 3.1:  The  SFWD  General  Manager  should  include  funding  for  an  explicit  fire 
management  plan  in  the  SFWD’s  FY  1994-95  budget. 

1 1 1. 3. 2:  The  SFWD  General  Manager,  when  the  fire  management  plan  has  been 
completed  including  a detailed  budget,  should  include  a peninsula 
watershed  fire  protection  project  priority  as  a capital  project  in  the 
recommended  master  plan. 

Costs,  Savings  and  Benefits 

An  explicit  fire  management  plan  will  cost  approximately  $35,000.  An  effective 
Peninsula  Watershed  Fire  Protection  Project  will  reduce  the  threat  of  fire  to  the 
surrounding  communities,  the  City’s  water  supply,  and  the  Watershed’s  rare 
and  endangered  plants  and  animals. 
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Section  III.4  : Contract  Management 


• THE  SAN  FRANCISCO  WATER  DEPARTMENT  (SFWD) 

SPENDS  OVER  $4  MILLION  ANNUALLY  FOR 
PROFESSIONAL  SERVICES  CONTRACTS,  BUT  LACKS 
SUFFICIENT  CONTRACT  MANAGEMENT  PROCEDURES 
TO  PROVIDE  ADEQUATE  FINANCIAL  AND 
ADMINISTRATIVE  CONTROLS  OVER  CONTRACTORS. 

• FOR  INSTANCE,  THE  SFWD:  1)  HAS  PAID 
CONSULTANTS  FOR  EXCESSIVE  OR  UNAUTHORIZED 
CHARGES,  SUCH  AS  FRINGE  BENEFIT  COSTS  IN 
EXCESS  OF  64  PERCENT  AND  UNNECESSARY  TRAVEL 
EXPENSES;  2)  HAS  INEFFICIENTLY  CONTRACTED 
WITH  SUBCONSULTANTS  RESULTING  IN 
UNNECESSARY  ADMINISTRATIVE  CHARGES  PAID;  3) 

HAS  INCONSISTENTLY  AUTHORIZED 
ADMINISTRATIVE  CHARGES;  AND  4)  HAS 
INADEQUATELY  EVALUATED  THE  COST  EFFICIENCY 
OF  USING  CONSULTANTS  INSTEAD  OF  CIVIL  SERVICE 
EMPLOYEES. 

• BASED  UPON  A SAMPLE  OF  SIX  CONTRACTS, 

REPRESENTING  EXPENDITURES  OF  APPROXIMATELY 
$14  MILLION,  IT  IS  ESTIMATED  THAT  THESE 
EXCESSIVE  OR  UNAUTHORIZED  COSTS  HAVE 
TOTALED  $140,000. 

• BY  DEVELOPING  CONTRACT  MANAGEMENT 
POLICIES  AND  PROCEDURES,  THE  SFWD  WOULD 
ENSURE  THAT  CONSULTANTS  ARE  USED  IN  A COST 
EFFECTIVE  MANNER. 

Contracting  Process 

On  an  annual  basis,  the  General  Manager  of  the  San  Francisco  Water 
Department  (SFWD),  with  approval  from  the  Public  Utilities  Commission  (PUC), 
will  identify  certain  projects  to  be  funded  as  part  of  the  capital  budget.  Depending 
upon  the  level  of  capital  expenditures  approved  as  part  of  the  annual  rate  package 
for  each  capital  project,  project  managers  will  establish  a project  budget  that 
specifies  how  funds  are  to  be  spent.  It  is  the  discretion  of  the  Project  Manager 
whether  professional  services  would  be  required  to  complete  the  capital  project.  The 
management  of  capital  projects  is  dispersed  throughout  various  divisions,  including 
the  Public  Utilities  Commission  (PUC’s)  Utility  Engineering  Bureau  (UEB),  the 
SFWD’s  Water  Supply  and  Treatment  Division  and  the  SFWD’s  City  Distribution 
Division  (CDD).  The  San  Francisco  Water  Department  (SFWD)  spends  over  $4.0 
million  annually  for  professional  services  contracts. 

The  Project  Manager  is  responsible  for  preparing  the  Request  for  Proposals 
(RFP).  The  PUC  Finance  Division  has  general  guidelines  pertaining  to  information 
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that  should  be  contained  in  RFPs.  Upon  review  of  the  proposals  and  selection  of  a 
firm  by  a review  committee,  the  Project  Manager  is  then  responsible  for  contract 
negotiations.  City  Purchasing  guidelines  are  primarily  used  as  a basis  for  contract 
negotiations. 

All  original  contracts  are  reviewed  by  the  PUC’s  Contract  Compliance  Office 
for  MBE  and/or  WBE  participation,  and  must  be  approved  by  the  Public  Utilities 
Commission.  After  a contract  has  been  authorized,  consultant  invoices  are 
submitted  to  the  project  manager  who  reviews  the  bills  and  submits  them  to  PUC 
Accounting  for  payment.  If  a contract  modification  is  determined  to  be  necessary  by 
the  Project  Manager,  because  of  either  a change  in  the  scope  of  the  project  or 
because  sufficient  funds  are  not  available,  a request  for  contract  modifications 
would  be  sent  to  the  Public  Utilities  Commission.  The  source  of  funds  for  contract 
modifications  must  be  clearly  stated  in  the  contract  modification  resolution 
submitted  to  the  PUC  for  approval,  either  that  sufficient  project  funds  are  available 
(from  another  line-item  within  the  project  budget)  or  that  funds  would  be 
transferred  from  another  capital  project. 

As  part  of  this  management  audit,  the  Budget  Analyst  has  evaluated  the 
adequacy  of  contract  management  activities  within  the  SFWD.  Specifically,  the 
Budget  Analyst  performed  the  following  activities: 

• Identified  current  procedures  for  selecting  contractors,  entering  into 
contracts,  issuing  contract  modifications,  and  authority  for  transferring  funds 
to  issue  contract  modifications. 

• Requested  copies  of  any  internal  SFWD  memoranda  that  specify 
contracting  policies  and  procedures. 

• Sampled  six  contracts  representing  expenditures  of  approximately  $14 
million  and  compared  the  terms  of  the  original  contracts  and  with  progress 
bills  submitted  to  identify  any  excessive  or  unauthorized  charges. 

• Discussed  contract  review  and  monitoring  procedures  with  Project 
Managers. 

Lack  of  Sufficient  Contract  Management  Procedures 

Effective  contract  management  policies  and  procedures  provide  sufficient 
financial  and  administrative  controls  over  professional  services  contracts. 

Financial  Controls.  Financial  controls  over  professional  services  contracts 
include  reviewing  the  activities  billed  for  a particular  period,  reviewing  a detailed 
breakdown  of  salary,  fringe  benefit  and  overhead  costs,  and  identifying  the 
appropriateness  of  other  direct  charges.  Financial  controls  over  professional  services 
contracts  are  essential  to  ensure  that  invoices  submitted  by  consultants  are 
consistent  with  the  terms  and  conditions  of  contractual  agreements,  and  to  serve  as 
a basis  to  monitor  project  expenditures  and  the  timely  completion  of  capital  projects. 
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Administrative  Controls.  Administrative  controls  over  professional  services 
contracts  provide  that  the  SFWD  has  effectively  evaluated  the  use  of  consultants, 
included  appropriate  information  into  the  contractual  agreement  and  effectively 
monitoring  the  status  of  contracts.  Administrative  controls  are  essential  for 
ensuring  that  quality  and  cost  efficient  services  are  provided. 

The  SFWD  uses  City  Purchasing  guidelines  as  a basis  for  contract 
negotiations.  These  City  Purchasing  guidelines  specify  that  the  following 
information  should  be  contained  in  contracts: 

• The  City  has  no  obligation  to  make  appropriations  for  the  agreement  if 
funds  are  not  appropriated  in  a subsequent  fiscal  year. 

• Term  of  the  agreement  should  be  specified. 

• Compensation  should  be  made  in  monthly  payments,  and  no  charges  should 
become  due  to  the  contractor  until  reports  or  services  are  received  from  the 
contractor. 

• Insurance  requirements  should  be  specified. 

• Indemnification  and  general  liability  requirements  should  be  specified. 

In  order  to  perform  effective  contract  negotiations  and  management,  using 
City  Purchasing  guidelines  alone  are  not  sufficient.  City  Purchasing  guidelines  do 
not  adequately  specify  what  financial  information  is  to  be  contained  in  an  original 
contract  and  contract  amendment,  such  as  acceptable  overhead  rates,  authorized 
costs,  authorized  administrative  charges,  and  guidelines  for  travel  policies. 
Furthermore,  City  Purchasing  procedures  do  not  specify  when  the  use  of 
consultants  or  issuance  of  contract  modifications  is  appropriate.  The  need  for 
consistent  policies  is  essential  as  responsibility  for  contract  management  is  diffused 
throughout  the  SFWD.  The  following  examples  demonstrate  the  need  for  the 
establishment  of  contract  management  procedures  to  provide  adequate  financial 
and  administrative  controls  over  professional  services  contracts. 

Financial  Controls  over  Professional  Services  Contracts 

The  Budget  Analyst  has  cited  the  following  examples  that  indicate  a lack  of 
adequate  financial  controls: 

• Excessive  Charges.  Invoices  have  been  submitted  containing  excessive 
charges.  For  example,  one  subconsultant  has  charged  fringe  benefit  costs  in 
excess  of  64  percent,  in  addition  to  a 130  percent  overhead  charge.  It  is 
estimated  that  these  excessive  fringe  benefit  costs  accounted  for 
approximately  $5,000  out  of  $26,000  in  the  total  subconsultant  billings.1 
Assuming  the  SFWD  would  have  authorized  a more  reasonable  fringe  benefit 


^ubconsultant  Chaudhary  & Associates,  Inc.,  subconsultant  to  Janies  M.  Montgomery  (contract 
#47-00055),  Sunol  Valley  Water  Treatment  Plant  Improvements. 
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rate  of  34  percent  (the  fringe  benefit  rate  charged  by  the  prime  consultant  on 
the  contract),  the  SFWD  would  have  saved  approximately  $3,000  on  a 
$26,000  contract.  The  SFWD  has  provided  information  demonstrating  that  an 
independent  accounting  firm  has  "compiled"  the  overhead  rate  and  found  the 
rate  to  be  proper,  meaning  that  an  analysis  of  records  and  timesheets  were 
analyzed  to  determine  direct  and  indirect  costs.  However,  the  firm  clearly 
specifies  that  they  have  not  audited  or  reviewed  the  financial  statements  of 
the  subconsultant  and  therefore  cannot  provide  adequate  assurance  that  the 
overhead  rate  charged  is  allowable  or  acceptable.2  Even  if  this  overhead  rate 
was  found  to  be  proper  after  auditing  or  reviewing  the  subconsultant's 
financial  statements,  the  Budget  Analyst  still  finds  these  rates  to  be 
excessive  and  inconsistent  with  sound  business  practices. 

In  other  instances,  excessive  travel  costs  have  been  charged.  For  example, 
travel  costs  during  1992  for  the  same  consultant  varied  from  $300  to  $750  for 
round-trip  airfare  from  Los  Angeles  on  the  same  invoice.3  Other  excessive 
travel  costs  include  subconsultant  airfare  in  excess  of  $1,400  for  two 
consultants  to  fly  from  New  Mexico.4  Although  the  project  managers  indicate 
that  the  consultants  have  submitted  supporting  documentation  for  these 
charges,  the  Budget  Analyst  finds  these  costs  to  be  excessive.  The  SFWD 
contracts  provide  for  administrative  and  overhead  fees  assessed  on  other 
direct  costs,  such  as  travel  expenses.  Therefore,  by  not  properly  indicating 
what  costs  are  allowable,  including  specific  travel  policies  or  restrictions,  the 
SFWD  not  only  incurs  excessive  charges  but  the  SFWD  also  incurs 
administrative  fees  and  profit  on  these  travel  costs. 

• Unauthorized  Charges.  Invoices  were  identified  that  contain  charges  that 
have  not  been  specifically  authorized  according  to  the  terms  of  the 
agreements.  Several  invoices  submitted  under  the  Planning  Collaborative 
contract,  which  provides  for  the  development  of  a specific  plan  for  properties 
in  Pleasanton,  were  identified  that  contained  a ten  percent  administrative  fee 
for  subconsultants,  although  no  administrative  fee  has  been  specifically 
authorized  according  to  the  terms  of  the  contractual  agreement.  In  addition, 
the  hourly  rates  charged  by  Planning  Collaborative  project  personnel  have 
increased,  although  an  increase  in  rates  have  not  been  specifically 
authorized.  As  a result,  the  SFWD  have  issued  unauthorized  payments  by  an 
estimated  $50,000.5  Although  the  SFWD  contends  that  these  charges  are  in 
fact  authorized  by  an  amended  version  of  the  contract,  the  SFWD  was  unable 
to  locate  such  documentation.  Further,  even  if  an  amended  version  of  the 
contract  allows  such  charges,  because  this  document  was  not  part  of  the 
contractor’s  file,  payments  have  been  made  to  the  consultant  since  1991 
without  any  verification  that  the  hourly  rates  and  administrative  charges 
were  allowable. 


2Memo  from  Greg  W.  Keller  Accountancy  Corporation,  July  1,  1988. 

3Westin  Engineering,  Inc.  (contract  #47-10074),  Invoice  #3,  10/19/92. 
4Leedshill-Herkenhoff  (contract  #47-70065),  Invoice  #13,  10/28/92. 

5Planning  Collaborative  (contract  #47-70088),  Specific  Plan  for  Pleasanton  Properties. 
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Another  contract  with  Leedshill-Herkenhoff  for  a Lower  Crystal  Springs  Dam 
Study  was  identified  that  contained  a subconsultant,  AGS,  Inc.,  with  an 
overhead  charge  of  168  percent,  although  the  original  contract  specified  that 
125  percent  was  authorized.  As  a result,  the  SFWD  has  issued  an  estimated 
$57,000  in  unauthorized  payments,  consisting  of  $50,000  in  overcharges  by 
the  Planning  Collaborative  and  approximately  $7,000  in  overhead 
overcharges  by  AGS,  Inc.6 

These  examples  demonstrate  the  lack  of  financial  controls  over  the  issuance 
of  payments  to  professional  services  contractors.  The  SFWD  should  seek 
reimbursement  from  these  consultants  where  appropriate. 

Administrative  Controls  over  Professional  Services  Contracts 

Instances  have  been  identified  where  the  SFWD  needs  to  improve  its 

administrative  controls  over  professional  services  contracts. 

• Inefficient  Method  of  Contracting  with  Subconsultants.  All  of  the  contracts 
reviewed  by  the  Budget  Analyst  contain  subconsultants  that  either  serve  as  a 
prime  consultant  on  other  SFWD  contracts,  or  have  subconsultants  who 
perform  services  on  several  SFWD  contracts.  By  contracting  with  these 
contractors  directly,  the  SFWD  would  save  the  administrative  fees  incurred, 
or  an  estimated  $80,000,  for  only  those  five  contracts  reviewed  (one  contract 
was  excluded  because  of  a lack  of  supporting  documentation).  For  example, 
Don  Todd  & Associates,  a scheduling  consultant,  has  been  retained  on  at 
least  two  of  the  five  contracts  reviewed.  Retaining  Don  Todd  & Associates 
directly  on  an  as-needed  basis  would  preclude  the  SFWD  from  paying  prime 
consultant  administrative  fees  for  this  consultant.  Therefore,  the  SFWD 
should  more  extensively  use  a list  of  as-needed  consultants  and  contract 
directly  with  subconsultants,  rather  than  allowing  prime  consultants  to 
retain  the  subconsultants. 

The  SFWD  indicates  that  there  are  cost  savings  and  efficiencies  from  having 
a strong  prime  contractor  manage  and  coordinate  the  efforts  of 
subcontractors.  The  Budget  Analyst  is  not  recommending  to  eliminate  all 
prime/subconsultant  agreements,  but  rather  to  evaluate  where  it  would  be 
appropriate  to  change  the  contracting  mechanism,  and  more  extensively  use 
a list  of  as-needed  consultants. 

• Lack  of  Cost  Details  for  Contract  Modifications  and  Subconsultant  Billings. 
Although  the  original  dollar  amount  for  all  existing  SFWD  professional 
services  contracts  was  approximately  $9.4  million,  contract  modifications  in 
excess  of  $14.5  million  have  been  issued,  for  a total  of  approximately  $24 
million.  In  addition,  the  level  of  supporting  documentation  for  contract 
modifications  is  not  sufficient.  Instances  were  identified  where  only  lump 
sum  tasks  and  the  percentage  of  the  contract  that  would  be  applied  to 
subconsultants  is  identified.  In  addition,  the  contracts  did  not  indicate  what 


6Leedshill-Herkenhoff  (contract  #47-70065). 
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information  is  to  be  specified  on  consultant-submitted  invoices.  Therefore, 
when  invoices  are  received  by  the  SFWD,  there  is  no  way  to  assess  the 
appropriateness  of  the  subconsultant  charges,  or  assess  whether  these 
subconsultant  charges  are  consistent  with  the  contractual  agreement. 
Therefore,  more  emphasis  should  be  placed  on  cost  efficiency  when 
negotiating  and  entering  into  contracts. 

• Inconsistent  Administrative  Charges.  Charges  by  the  prime  consultant  for 
administration  of  subconsultants  have  ranged  from  0 to  10  percent.  For 
instance,  one  contract  with  Montgomery- Watson  (formerly  James  M. 
Montgomery)  charged  a ten  percent  administrative  fee  for  subconsultants.  If 
a five  percent  administrative  charge  had  been  applied  to  the  contract,  as 
negotiated  on  a similar  contract  with  Camp,  Dresser  & McKee,  the 
subconsultant  administrative  charges  of  $145,400  would  have  reduced  by 
approximately  $72,700.  In  addition,  none  of  the  contracts  have  adequately 
justified  the  costs  that  would  be  covered  with  the  administrative  fee,  and 
none  of  the  contracts  require  the  consultant  to  show  actual  costs  incurred  for 
the  subconsultant  administration. 

Another  contract  contained  a six  percent  administrative  fee  for  consultant’s 
out-of-pocket  expenses,  although  there  was  no  justification  for  this  charge  or 
any  requirement  for  the  consultant  to  demonstrate  the  actual  costs  incurred. 
Because  of  a lack  of  documentation,  the  total  amount  of  administrative  fees 
paid  for  out-of-pocket  expenses  cannot  be  determined.7  In  addition,  another 
contract  included  approximately  $60,000  in  contingency  costs  for  a $638,000 
contract  have  been  included  in  addition  to  a 15  percent  profit  charge,  with  no 
justification  as  to  why  a contingency  was  required  for  a professional  services 
contract.8  By  consistently  applying  similar  fees  in  contracts,  the  SFWD  would 
ensure  that  the  most  cost  efficient  services  have  been  achieved.  In  addition, 
consistently  applying  fees  would  provide  project  managers  with  sufficient 
policies  in  order  to  perform  effective  contract  negotiations  in  the  future. 

• Inadequate  Evaluation  of  Consultant’s  Cost  Efficiency  for  Contracts  and 
Contract  Modifications.  Contract  modifications  have  been  issued  although 
sufficient  project  funds  have  been  available.  For  example,  a third  contract 
modification  for  $240,000  was  issued  for  the  Planning  Collaborative  for  the 
development  of  a specific  plan  for  the  Pleasanton  properties,  although  over 
$390,000  was  remaining  in  the  original  contract.  Therefore,  the  SFWD  needs 
to  improve  its  procedures  for  evaluating  contract  progress  and  deliverables  in 
order  to  effectively  determine  the  size  and  scope  of  contract  modifications. 

In  addition,  over  $400,000  of  a $2.4  million  professional  services  contract  has 
been  provided  for  the  consultant  to  perform  activities  such  as  providing 
project  management,  including  budget  and  scheduling  control,  assisting  with 
the  annual  capital  projects  planning  cycle,  reviewing  the  City’s  standard  Bid 
Request  documents,  establishing  the  SFWD  grading  criteria  for  bids, 


7EDAW,  Inc.  (contract  #47-20052). 

8Westin  Engineering  (contract  #47-10074),  Development  of  a SCADA  System. 
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recommending  rejection  of  vendors,  and  other  proposal  evaluation  activities 
that  require  an  understanding  of  the  City’s  purchasing  and  procurement 
methods.  Given  that  the  consultant  charges  a profit,  overhead  and  fringe 
benefit  rate  of  over  200  percent  for  each  hour  that  is  billed  for  these  activities, 
and  given  that  a SFWD  project  manager  is  already  assigned  to  this  project, 
the  Budget  Analyst  finds  that  these  tasks  would  more  appropriately  and 
more  cost  efficiently  be  provided  by  City  staff.  In  addition,  given  that  a 
consultant  would  be  providing  such  a critical  role  in  project  management, 
including  establishing  bid  qualifications  and  criteria  for  selecting  a 
contractor,  the  SFWD  may  not  adequately  control  the  cost  effectiveness  and 
timely  completion  of  the  capital  project. 

Furthermore,  another  $330,000  contract  was  identified  where  the  consultant 
performing  activities  including  drafting  subconsultant  agreements  and 
performing  an  inventory  of  existing  SFWD  data.9  Consultants  should  not  be 
authorized  to  bill  the  SFWD  for  drafting  subconsultant  agreements,  but 
instead  be  required  to  perform  these  services  prior  to  the  execution  of  the 
contract,  and  the  SFWD  should  use  in-house  staff  that  possess  a better 
knowledge  of  available  SFWD  data  prior  to  entering  into  agreements. 
Implementing  guidelines  for  effectively  evaluating  the  scope  of  services  and 
the  cost  efficiency  of  using  consultants  would  prevent  these  consultant 
charges  from  occurring. 

The  SFWD  indicates  that  it  was  clearly  within  the  scope  of  the  contract  to 
allow  the  prime  consultant  to  prepare  subcontractor  contracts  and  an 
inventory  of  data.  The  Budget  Analyst  is  not  questioning  whether  or  not 
these  activities  were  part  of  the  scope  of  the  contract,  but  rather  that  the 
SFWD  should  place  a greater  emphasis  on  cost  when  determining  which 
activities  should  be  performed  by  consultants  versus  City  staff. 

The  SFWD  reports  that  given  the  limited  amount  of  SFWD  staff  available  to 
carry  operational  programs,  the  use  of  contractor  staff  who  could  perform 
data  entry  at  lower  rates  than  those  of  professional  watershed  managers  was 
more  cost-effective.  The  Budget  Analyst  has  not  recommended  that 
watershed  managers  perform  these  clerical  duties,  but  rather  that  the  SFWD 
should  evaluate  those  activities  which  could  more  cost  efficiently  be 
performed  by  reallocating  existing  SFWD  staff.  For  instance,  the  SFWD  could 
evaluate  alternatives  such  as  having  SFWD  clerical  staff  report  directly  to 
consultants  managing  the  project  to  adjust  for  the  availability  of  staff. 

Conclusion 

The  SFWD  provides  over  $4  million  in  payments  annually  to  professional 
services  contractors.  Because  of  a lack  of  consistent  contract  management  policies 
and  procedures,  the  SFWD  lacks  sufficient  administrative  and  financial  controls 
over  these  contracts.  Several  examples  have  been  identified  which  demonstrate  the 
lack  of  sufficient  administrative  and  financial  controls,  including  excessive  or 


9EDAW,  Inc.  (contract  #47-20052). 
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unauthorized  charges,  and  inconsistent  administrative  fees  being  specified  in 
contracts.  Based  upon  a review  of  six  contracts,  the  total  costs  for  these  excessive  or 
unauthorized  charges  are  estimated  at  $140,000  (consisting  of  $3,000  in  excessive 
fringe  benefit  charges,  $50,000  in  unauthorized  charges  for  the  Planning 
Collaborative,  $7,000  in  unauthorized  overhead  rate  charged  by  AGS,  Inc.,  and 
$80,000  from  administrative  fees  charged  for  subconsultants  that  the  SFWD  could 
consult  with  directly).  Other  savings  would  be  realized  from  applying  consistent 
subconsultant  administrative  fees.  In  addition,  the  appropriate  use  of  consultants 
has  not  been  sufficiently  evaluated,  as  over  $700,000  has  been  spent  on  two 
contracts  that  could  be  performed  more  efficiently  by  City  staff. 

By  establishing  effective  contracting  procedures,  the  SFWD  would  be  able  to 
1)  avoid  excessive  or  unauthorized  charges  and  develop  guidelines  for  acceptable 
costs,  2)  effectively  contract  with  subconsultants  directly  to  avoid  paying 
unnecessary  administrative  charges,  3)  receive  adequate  cost  information  for 
contract  modifications  and  subconsultant  billings,  4)  consistently  negotiate 
consultant  charges,  and  5)  place  a greater  emphasis  on  cost  efficiency  when 
evaluating  and  selecting  consultants.  By  establishing  consistent  contract 
management  policies,  the  SFWD  would  improve  administrative  and  financial 
controls  over  professional  services  contracts  and  ensure  that  the  most  cost  efficient 
services  are  provided. 

Recommendations: 

111.4.1  Establish  contract  management  procedures  that  a)  require  adequate 
cost  details  to  be  included  in  original  contracts  and  contract 
modifications,  b)  provide  a consistent  framework  for  evaluating  the 
appropriate  use  of  consultants,  consultant  charges  and  a basis  for 
contract  modifications. 

111.4.2  Determine  the  full  extent  of  unauthorized  charges  and  seek 
reimbursement  from  consultants  if  appropriate. 

111. 4. 3 Establish  an  extensive  list  of  as-needed  consultants  and  consult 
directly  with  subconsultants,  rather  than  allowing  prime  consultants 
to  retain  the  subconsultants. 

111. 4. 4 Establish  a procedure  for  identifying  the  appropriate  use  of  consultants 
versus  Civil  Service  employees. 

Savings/Benefits 

The  lack  of  sufficient  contract  management  procedures  has  resulted  in  and 
estimated  $140,000  of  unnecessary  charges  for  only  the  six  contracts  reviewed. 
Although  the  specific  amount  of  savings  cannot  be  identified,  the  implementation  of 
contract  management  procedures  would  ensure  that  the  SFWD  receives  the  most 
cost  efficient  services  and  would  ensure  that  excessive  and  unauthorized  charges 
would  be  avoided  in  the  future. 
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R.W.BECK 

AND  ASSOCIATES 

Point  Wftt  Gardens.  Suite  200  ■ 1851  Heritage  Lane  ■ Sacramento,  California  95815-4926  ■ USA 
Telephone  (916)  929-3653  ■ Fax  (916)  929-1710 


WK-2617-AA1-AA  April  26,  1994 


VIA  FEDERAL  EXPRESS 

Ken  Bruce,  Senior  Manager 

Harvey  M.  Rose  Accountancy  Corporation 

1390  Market  Street,  Suite  1025 

San  Francisco,  CA  94102 

Dear  Ken: 

Subject:  An  Assessment  of  Staffing  Levels 

of  the  Operating  Divisions  in  Support  of  the 
San  Francisco  Water  Department  Audit 


It  has  been  a pleasure  to  work  with  you  and  Tom  Dorn  as  you  have  progressed 
through  the  City-directed  audit  of  the  operations  of  the  Water  Department  of  the  City  of 
San  Francisco.  An  important  part  of  such  a review  is  the  ability  to  bring  some  objective 
standards  to  verifying  that  the  number  and  classifications  in  the  workforce  are  in  line  with 
the  current  and  anticipated  needs. 

As  an  overview,  it  is  our  opinion  that  . . . 

The  staffing  levels  of  the  Water  Supply  and  Treatment  Division  and  the  City 

Distribution  Division  are  generally  in  line  with  industry  standards  or  expectations. 

Further  comments  will  be  made  about  subdivisions  within  these  Divisions  in  the 
body  of  the  report  which  follows,  along  with  advice  on  where  potential  improvements  might 
be  possible.  A Utility  Comparison  table  (SFOCOMP1  .XLS)  is  attached  using  a broad  set  of 
statistical  data  on  several  large  Bay  Area  water  utilities  and  four  comparably  sized  (in  total 
Active  Services)  water  agencies  throughout  the  Southwest.  Using  (an  admittedly  crude)  rule 
of  thumb  of  Full-Time-Equivalent  (FTE)  Operational  and  Administrative  personnel  (Net  of 
Engineering  Design  and  Construction),  at  327  Active  Services  per  Full-Time  Equivalent 
employee  (AS/FTE),  the  City's  Water  Department  staffing  falls  within  the  normal  bandwidth 
of  300  to  350  AS/FTE. 

Another  equally  crude  rule  of  thumb  is  a ratio  of  active  services  to  line  maintenance 
and  distribution  operations  personnel.  The  range  is  wider  at  700  to  1,100  Active  Services 
per  FTE.  The  reason  for  the  wider  range  comes  in  the  variety  of  job  classifications  and  the 
diverse  way  in  which  distribution  operations  and  maintenance  work  is  assigned.  The  City 
Water  Department,  at  742  AS/FTE,  is  on  the  low  end  of  that  indicator. 
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It's  inadvisable  to  draw  either  comfort  or  alarm  from  these  kinds  of  broad-scale  ratios 
as  we  will  demonstrate  in  later  sections  of  this  letter  report.  The  conditions  under  which 
an  agency  operates  has  far  more  influence  over  appropriate  staffing  levels  than  any  broad 
industry  "benchmark"  comparison.  Comments  on  the  staffing  information  and  operational 
statistics  supplied  are  broken  out  by  Division  in  the  following  paragraphs. 

A second  table  (SFOSTF1.XLS)  is  included  to  illustrate  our  compilation  of  the 
authorized  staffing  levels  from  the  variety  of  materials  supplied  to  us.  Slight  differences  in 
total  headcounts  from  that  reported  in  the  text  is  likely  a result  of  classification  overlaps  and 
double  counting,  as  well  as  the  timing  and  recognition  of  authorized  additions. 

CITY  DISTRIBUTION  DIVISION 

The  City  of  San  Francisco  is  unique  on  the  North  American  continent.  City  residents 
know  this  best  because  they  live  within  its  environs  day  after  day.  Only  Seattle  and 
Vancouver,  BC,  have  as  much  dense  population  on  as  irregular  a terrain  surrounded  by 
ocean  and  inland  harbors.  But  no  other  city  truly  compares  with  ’The  City."  The  water 
system  in  itself  is  unique.  Much  of  the  system  itself  is  very  old,  with  an  extensive  duplicate 
system  of  mains,  hydrants  and  takeoffs  to  assure  water  supply  for  fire  suppression. 

The  City's  available  land  was  long  since  built  out.  But  now,  multi-level  and 
high-risebuildings  are  taking  the  place  of  older,  smaller  structures,  each  with  an  increasing 
demand  for  water  supply  for  domestic  and  fire  suppression  use.  Water  is  also  supplied  at 
the  many  docks  for  temporary  supplies  and  potable  water  provisions  for  ocean-bound 
shipping. 

It  is  unlikely  that  objective  data  is  available  to  verify  the  staffing  levels  for  the 
distribution  division  operations  and  maintenance  staff.  However,  some  observations  are  in 
order. 


The  Operations  and  Maintenance  budget  calls  for  199  FTE  positions.  However,  in 
addition,  there  are  47  "off-budget"  positions  funded  outside  the  O&M  allocations.  These 
are  paid  for  by  one  of  several  means:  Bond  proceeds  designated  for  the  1991  Main  Replace- 
ment and  Service  Renewal  projects,  or  from  custom  work  projects  that  are  charged  directly 
to  the  customer.  These  47  positions  are  not  in  the  overall  "benchmark"  headcounts  on  the 
first  page,  even  though  many  cities  do  count  the  "capital  budget"  people  in  their  overall 
statistics. 

By  policy,  the  City  puts  out  to  bid  larger  projects  (in  excess  of  $50,000)  in  the 
Division's  ongoing  main  replacement,  service  renewal  and  custom  work  programs.  In  these 
cases,  the  City  crews  are  only  responsible  for  doing  line  isolation,  shut  downs  and  making 
connections.  The  wide  variety  of  activities,  utility  interaction  and  working  conditions  makes 
it  very  difficult  for  the  Division's  Engineering/ Estimating  group  or  for  the  City's  Utility 
Engineering  Bureau  (UEB)  to  establish  meaningful  standards  for  crew  productivity.  Under 
these  conditions,  any  major  effort  to  develop  meaningful  standards  is  probably  not  worth 
the  cost. 
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The  Division  does  retain  responsibility  for  interface  with  other  City  Department  of 
Public  Works'  projects.  The  complexity  of  the  City's  utility  and  public  works  infrastructure 
makes  this  activity  an  essential  one.  One  City  Construction  Inspector  follows  up  on  the  one 
paving  contractor  who  does  reclosure  and  paving  repair  for  all  City  Distribution  Division 
(CDD)  projects. 

Among  the  CDD  work  groups  are  several  functions  which  other  cities  have  been 
evaluating  for  the  possibility  of  also  contracting  out.  There  is  some  interest  across  the 
industry  in  "out-sourcing"  auto  and  truck  maintenance,  buildings  and  grounds  work 
(gardening  and  janitorial).  Depending  upon  the  accounting  treatment  of  overheads,  an  equal 
case  can  be  made  for  either  in-house  or  contract  maintenance  in  these  areas. 

WATER  SUPPLY  AND  TREATMENT  DIVISION 

In  a separate  letter  report,  issued  March  8,  1994,  we  provided  the  outcome  of 
modeling  the  staffing  requirements  for  the  two  water  treatment  plants.  This  was  completed 
earlier  in  the  project  to  help  verify  the  request  pending  before  the  Commission  and  City 
Council  for  additional  staffing  for  the  water  treatment  plants  at  Sunol  and  San  Andreas.  The 
City  has  done  well  to  use  the  Stationary  Engineer  Classification  to  provide  coverage  both 
for  trained  operations  and  plant  maintenance  personnel.  This  permits  a higher  knowledge 
base  on  how  the  plants  should  run  and  what  to  do  when  they  don't. 

In  practical  terms,  the  O&M  staff  outside  the  treatment  plants  is  part  of  the  wholesale 
side  of  the  City's  water  operations.  Taking  the  water  from  the  giant  Hetch  Hetchy  system 
at  Tracy,  the  Water  Supply  and  Treatment  Division  is  responsible  for  its  carriage  and 
delivery  at  points  all  along  the  system  between  Tracy  and  the  City,  to  some  30  other 
municipalities  and  special  water  districts. 

In  this  part  of  the  system,  much  of  the  maintenance  is  on  larger  diameter  conduit  and 
mains  and  on  large  scale  valve,  regulation  and  meter  sets  at  the  various  take  points.  The 
Department  has  worked  to  develop  a work  allocation  system,  refining  their  MAPCON 
system  for  locating  and  scheduling  work  crews.  The  Department  is  to  be  commended  for 
gaining  great  flexibility  in  customizing  needed  crew  complements  to  fit  the  work.  The 
overall  crew  under  each  administrative  supervisor  numbers  around  twelve.  With  floating 
members,  including  a dedicated  truck  driver,  sub-crews  can  be  split  out  as  small  as  one 
person  to  a work  order,  or  the  entire  team  can  be  assigned  to  one  major  job  location  for  the 
day.  Because  of  the  diversity  of  work  and  the  built-in  flexibility,  the  crews  are  adjusted  to 
fit  the  current  needs. 

Separate  specialized  Division  personnel  are  responsible  for  the  security  and  character 
of  several  hundred  square  miles  of  active  watershed  surrounding  the  bay.  This  watershed, 
while  closed  to  the  general  public  for  recreation,  still  has  the  potential  for  human  as  well  as 
animal  contamination.  Regular  patrols  of  the  shoreline  and  the  upslopes  surrounding  these 
creeks  and  reservoirs,  requires  such  specialized  watershed  management  personnel. 
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The  difference  in  public  access  policies  is  a major  contributor  to  the  difference,  for 
example,  between  the  over  50  people  employed  by  the  East  Bay  Municipal  Utility  District 
as  Ranger/Naturalists  to  manage  the  public  use  and  protection  of  their  watershed  areas  and 
the  less  than  25  devoted  to  that  responsibility  by  the  City  Water  Department. 

As  publicly-accessible  surface  water,  the  water  from  these  watershed  areas  requires 
in-plant  treatment,  including  primary  disinfection  and  filtration,  before  it  can  be  introduced 
into  the  finished  water  mains  serving  the  population.  However,  the  City  is  currently  in  a 
test  period,  in  an  effort  to  demonstrate  that  the  water  from  the  Hetch  Hetchy  system  is  clean 
enough  and  kept  isolated  sufficiently  to  not  require  filtration.  Use  of  Sodium  Hypochlorite 
is  on-line  as  a safer  and  easier-to-handle  replacement  for  gaseous  Chlorine  as  a disinfectant. 
Treatment  plant-based  field  crews  are  responsible  for  monitoring  and  maintaining  the 
necessary  chlorinators  and  regulators  downstream  from  the  plant's  finished  water  outlet. 


WATER  QUALITY 

While  this  review  was  not  asked  to  include  the  Water  Quality  Division  in  its  staffing 
review,  a few  observations  are  in  order  here  as  well.  On  balance,  the  Water  Quality 
Division  staffing  seems  to  be  in  line  when  compared  with  other  California  water  agencies. 

However,  the  policy  to  pursue  "filtration  avoidance"  has,  at  its  core,  the  avoidance 
of  future  capital  expenditures  in  the  hundreds  of  millions  of  dollars.  It  is  both  an 
appropriate  and  laudable  goal.  However,  the  stakes  are  high  and  the  cost  of  inattention  is 
extremely  high.  This  issue  must  be  attacked  on  many  fronts.  Just  increasing  the  number 
of  samples  and  sampling  points  and  the  number  of  'analyses'  or  'determinations'  done  in 
the  lab  doesn't  keep  the  water  clean.  The  first  order  of  business  must  be  in  maintaining  the 
integrity  of  the  delivery  system.  Keeping  the  system  from  breaking  is  far  more  important 
than  trying  to  fix  it  after  it  breaks. 

The  investment  in  a program  of  preventive  maintenance  covering  the  length  of  the 
system,  balanced  against  closely  controlled  operating  practices,  is  a wise  use  of  the  limited 
dollars  available  to  the  Department.  Testing  and  monitoring  should  be  done  at  a level 
sufficient  to  meet  regulatory  requirements  but  shouldn't  be  expected  to  control  quality. 
Finding  a 'positive'  reading  for  a known  contaminant  is  too  late  in  the  process  to  fully  avoid 
having  to  build  a large-scale  treatment  facility  for  the  total  volume  of  water  used  by  the 
customers  of  the  San  Francisco  Water  Department. 


IN  SUMMARY 

It  has  been  my  pleasure  to  work  side  by  side  with  the  Harvey  M.  Rose  auditors. 
Much  of  the  value  of  our  effort  has  been  in  sharing  information  and  perspectives  as  the 
audit  has  unfolded.  We  trust  that  the  information  gathering  guidelines  were  helpful  in 
allowing  you  to  focus  on  issues  beyond  the  staffing-level  discussions  as  well. 
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I have  been  impressed  with  the  quality  of  the  people  I met  while  at  the  Water  Supply 
and  Treatment  Division's  facilities,  and  in  the  thorough  responses  to  the  requests  for  written 
information.  If  you  have  further  questions  on  this  material,  do  not  hesitate  to  contact  me. 

Very  truly  yours. 


R.  W.  BECK  AND  ASSOCIATES 


Director  of  Management  Services 


JWA:ba  (SFowstf.494) 
Attachments 
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R.W.BECK 

AND  ASSOCIATES 


Point  West  Gardens,  Suite  200  ■ 1851  Heritage  Lane  ■ Sacramento,  California  95815-4926  ■ USA 
Telephone  (916)  929-3653  ■ Fax  (916)  929-1710 


WK-2617-AA1-AA  March  8,  1994 


VIA  FAX  AND  FEDERAL  EXPRESS 

Ken  Bruce,  Senior  Manager 

Harvey  M.  Rose  Accountancy  Corporation 

1390  Market  Street,  Suite  1025 

San  Francisco,  CA  94102 

Dear  Ken: 

Subject:  The  Modeling  of  Staffing  Levels 

of  Water  Treatment  Plants  in  Support  of 
San  Francisco  Water  Department  Audit 


Thank  you  and  Tom  Dorn  for  getting  such  a quick  turnaround  on  the  plant  data  in 
order  to  test  the  staffing  assumptions  against  our  proprietary  treatment  plant  budget  model. 
We  trust  that  this  information  will  be  helpful  in  support  of  the  present  supplemental 
appropriation  application. 

As  I explained,  the  model  in  question  is  actually  geared  to  confirming  the  capital 
investment  and  the  annual  operating  and  maintenance  appropriations  for  water  treatment 
plants  of  a wide  variety  of  capacity,  configuration,  and  operating  characteristics.  While  we 
did  not  run  the  model  to  obtain  precise  financial  data,  it  does,  as  one  of  its  natural  process 
steps  produce  an  annual  labor  hours  calculation  by  process/function  which  can  be 
interpolated  into  a staffing  "head  count" 

Both  the  Harry  Tracy  and  Sunol  Valley  plants  are  moderate  sized  plants  as  municipal 
water  treatment  plants  go.  As  a result  they  fit  well  within  the  data  base  derived  from  more 
than  100  operating  facilities  from  around  the  country. 

The  direct  output  of  the  model  assumes  that  those  on  the  plant  site  charged  with  its 
operation  are  functioning  as  its  equipment  maintenance  personnel  as  well  as  being  the  plant 
operators.  As  I understand  it,  this  is  the  way  these  two  plants  are  staffed.  The  model  does 
not  factor  in  grounds  keepers  or  plant  site  personnel  who  are  based  there  but  whose  sole 
function  is  to  maintain  the  field  equipment  such  as  pumps,  regulators,  chlorinators  and 
distribution  valves  and  meters.  The  model  also  does  not  include  any  plant-based  water- 
quality  laboratory  personnel  (although  it  does  assume  some  sample  taking  by  plant 
operators).  The  model  also  assumed  that  the  Sunol  plant  ponds  would  have  approximately 
20%  to  25%  of  the  sludge  volume  removed  each  year  (for  3,000  annual  hours  of  labor). 

Also  left  out  of  the  head  count  would  be  any  Department  administrative  or 
management  personnel  assigned  to  a plant  site  who  are  not  directly  involved  in  the  day-to- 
day  operations  and  maintenance  concerns. 

Boston.  MA  ■ Columbus,  NE  ■ DcnvAQ^)  ■ Indianapolis,  IN  ■ Minneapolis.  MN 
Nashville.  TN  ■ Orlando,  FL  ■ Phoenix,  AZ  ■ Sacramento.  CA  - Seattle.  \VA 
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The  model  was  run  over  this  past  weekend.  The  output  provided  the  following 
estimated  minimum  labor  hours  per  year,  per  plant.  On  a pure  "workload"  basis,  this 
translates  into  11  stationary  engineers  for  Harry  Tracy  Plant  and  16  for  Sunol  Valley. 


Category 


Harry  Tracy  Sunol  Valiev 


Raw  Water  Pumping,  Rapid  Mixing 

2,281 

2,457 

Flocculation,  Sedimentation 

4,238 

4,669 

Filter  Operation,  Backwash 

10339 

13,652 

Ozone  Generation,  Contact 

1300 

0 

Chlorination 

403 

2,159 

Chemical  Feeds 

776 

1315 

Sludge  Clearing,  Washwater  Recovery 

0 

4,231 

Total  Annual  Labor  Hours 

19337 

28,683 

Equivalent  staff  at 

1,800  productive  hours/year 

10.7 

15. 

The  City's  own  shift-schedule  work  practices  may  assume  a smaller  number  of 
productive  hours.  Using  1,600  hours  vs.  1,800  annual  hours  as  the  divisor  in  the  model 
results  gives  a work  load  based  staffing  requirement  of  twelve  (12)  and  eighteen  (18) 
respectively. 

One  caution  should  be  observed  in  interpreting  these  results.  This  represents  the 
amount  of  maintenance  and  attendant  operations  work  plants  of  this  age,  size  and  operating 
characteristics,  and  does  not  factor  in  shift  coverage  requirements  imposed  by  state  and 
federal  regulations,  or  by  risk  management  considerations. 

Ordinarily,  plants  of  this  type  are  staffed  24  hours  per  day,  seven  days  a week,  with 
a minimum  of  two  plant  operator/maintenance  personnel  on  each  shift.  Assuming  a four 
shift  rotation  plus  at  least  25%  relief  (for  vacations,  holidays,  sick  leave  and  emergencies  and 
needed  overlap),  that  amounts  to  a minimum  staff  complement  of  ten  (10)  stationary 
engineers  at  each  plant.  The  ozone  operation,  depending  upon  regulatory  interpretation 
would  add  a third  staff  person,  potentially  to  each  shift  for  another  five  people  at  Harry 
Tracy.  Also  to  be  considered  is  the  "first  responder"  requirement  for  hazardous  material 
releases,  which  some  water  agencies  have  interpreted  as  requiring  three  qualified  responders 
on  each  shift  (including  relief  workers). 

In  summation,  using  both  workload  modeling  and  shift  coverage  parameters,  the 
appropriate  permanent  (operations  and  maintenance)  staff  levels  for  both  plants  would  be 
the  equivalent  of  sixteen  (16)  to  (18)  people  at  each  site.  The  modelers  have  consciously 
avoided  having  actual  staffing  information  or  budget  proposals  in  hand  in  preparing  this 
data.  As  a result,  these  numbers  still  should  be  viewed  as  more  theoretical  than  pragmatic. 
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We  would  be  happy  to  go  over  other  aspects  of  this  work  and  the  background  of  the 
details  of  the  model  results  at  a mutually  convenient  time.  If  you  have  any  questions,  do 
not  hesitate  to  contact  me.  To  the  extent  I cannot  answer  directly,  I will  refer  your 
comments  and  questions  to  the  people  working  with  the  model. 

Very  truly  yours. 


R.  W.  BECK  AND  ASSOCIATES 


J.  William  Artderson  CMC 
Director  of  Management  Services 


KJM:ba  (Sfowtrm.394) 

Attachments  (on  FedEx  copy  only) 
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City  and  County  of  San  Francisco 


Public  Utilities  Commission 
San  Francisco  Water  Department 


June  3,  1994 


Mr,  Harvey  M.  Rose 
Budget  Analyst 

1390  Market  Street,  Suite  1025 
San  Francisco,  CA  94102 

Dear  Mr.  Rose: 

We  have  reviewed  your  report  on  the  management  audit  of  the  San  Francisco  Water 
Department  and  are  enclosing  our  response  to  the  findings  and  recommendations  contained 
in  that  report.  For  those  findings  and  recommendations  with  which  the  Department 
concurs,  we  are  providing  the  actions  the  Department  proposes  to  correct  the  deficiency 
noted.  For  those  findings  and  recommendations  with  which  the  Department  disagrees,  we 
are  providing  the  basis  for  our  disagreement  and  proposing  an  alternative  to  correct  the 
deficiency  noted. 

We  recognize  that  performing  a comprehensive  management  audit  of  a large,  geographically 
dispersed,  and  technology  oriented  organization  like  the  Water  Department  is  a significant 
challenge.  We  wish  to  commend  you  and  your  staff  for  the  professional  manner  in  which 
the  audit  was  conducted.  Although  we  do  not  agree  with  all  the  findings  and 
recommendations  contained  in  the  report,  we  do  appreciate  the  fresh  insight  which  your 
audit  provides  into  activities  which  we  tend  to  take  for  granted.  That  type  of  insight  is  a 
necessary  ingredient  for  implementing  change.  We  realize  our  rate  payers  expect  us  to 
derive  the  maximum  benefits  from  the  resources  they  have  entrusted  to  us  and  that  trust 
requires  we  be  receptive  to  opportunities  for  improvement. 


Very  truly  yours, 


Enclosure: 


JPM\WHL:bj 


AAMUIXANE\ROSK 
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415)  923-2467 


425  Mason  St. 


San  Francisco.  CA94102 


SAN  FRANCISCO  WATER  DEPARTMENT 
RESPONSE  TO  MANAGEMENT  AUDIT 


Section  1.1  Customer  Service  Division  Staffing 

The  Budget  Analyst’s  analysis  of  labor  productivity  in  the  Customer  Service 
Division’s  Service  and  Supply  Unit  is  based  primarily  on  performance  data  for  account 
openings  and  closings.  The  supervisor  of  this  unit  estimates  account  openings  and  closings 
represent  only  36%  of  the  total  work  performed  by  water  service  clerks  assigned  to  the  unit.  ( 1 ) i 
The  other  duties  include  radio  calls,  account  changes,  water  quality/quantity  complaints, 
recording  work  orders,  and  processing  mail.  The  Budget  Analyst  has  adjusted  his  staffing 
requirement  by  1 FTE  to  reflect  those  additional  duties.  The  Water  Department  estimates 
2 to  3 FTE  are  required  to  perform  those  additional  duties.  Neither  the  Budget  Analyst  nor 
the  Water  Department  has  quantifiable  data  to  support  their  respective  estimates.  The 
Water  Department  proposes  to  augment  its  record  keeping  within  this  unit,  complete  an 
analysis  of  the  staffing  required  to  perform  those  additional  duties,  and  to  make  any 
required  reductions  in  staffing  during  the  next  budget  cycle. 

Section  1.2  Customer  Service  Division  Work  Order  Efficiency 

The  Budget  Analyst  recommends  the  Water  Department  eliminate  "verify  read"  work 
orders  and  the  Water  Department  assign  some  duties  currently  performed  by  water  service 
inspectors  to  meter  readers.  The  Budget  Analyst  cites  the  low  numbers  of  meter  reading 
errors  as  part  of  the  justification  for  eliminating  "verify  read"  work  orders.  The  primary 

1 

* See  page  122  for  Budget  Analyst’s  comments  on  referenced  statements  included  in  the  SFWD  Response 
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purpose  of  a "verify  read"  work  order  is  to  identify  and  correct  problems  which  result  in  low 
or  high  consumption.  These  problems  typically  include  a slow  or  non-operating  meter,  water 
theft,  service  leaks  and  customer  plumbing  problems.  The  water  service  inspector  is  trained  ( 2 ) 
to  resolve  those  and  other  service  related  problems.  Quick  resolution  of  problems  improves 
both  revenue  collection  and  customer  satisfaction. 

The  Budget  Analyst  also  recommends  the  special  meter  reading  duties  and  the 
posting  of  delinquency  notices  currently  performed  by  water  service  inspectors  be  performed 
instead  by  meter  readers.  While  the  Budget  Analyst  is  correct  that  the  duties  identified  can 
be  performed  by  meter  readers,  the  Water  Department  believes  the  potential  cost  savings 
are  overstated.  Currently,  the  city  is  divided  into  17  service  districts  each  of  which  are 
covered  by  a water  service  inspector.  Implementing  the  Budget  Analyst’s  recommendation 
will  require  the  creation  of  13  larger  service  districts.  The  increased  travel  time  by  water 
service  inspectors  as  well  as  4 meter  readers  covering  the  entire  city  will  reduce  labor 
productivity  and  decrease  potential  cost  savings. 

Section  13  Field  Service  Productivity 

The  Water  Department  concurs  with  the  finding  of  the  Budget  Analyst  that  the 
Water  Department  should  improve  its  reporting  of  work  performed.  The  Water 
Department  proposes  to  evaluate  the  use  of  blanket  work  orders  and  the  practice  of  using 
weighted  averages  for  reporting  purposes.  The  Water  Department  objective  is  to  implement 
a system  which  accurately  accounts  for  labor  and  material  resources  used  and  can  be  an 
effective  tool  for  making  staffing  decisions. 
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The  Water  Department  concurs  with  the  Budget  Analyst’s  recommendation  that 
meter  reader  productivity  can  be  improved.  The  Mayor’s  Budget  incorporates  the  staffing 
reduction  recommended  by  the  Budget  Analyst. 

The  Budget  Analyst  also  recommends  eliminating  one  water  service  inspector 
assigned  to  the  waterfront.  The  Water  Department  accepts  the  Budget  Analyst’s 
recommendation  and  the  proposed  staff  reduction  is  reflected  in  the  Mayor’s  Budget. 

The  Water  Department  disagrees  with  the  Budget  Analyst’s  finding  that  there  is 
excessive  use  of  sick  leave  in  the  Field  Services  Unit.  First,  the  Budget  Analyst  does  not  ^ ^ 
define  what  constitutes  excessive  use  and  second,  the  Budget  Analyst  has  not  performed 
detailed  analysis  of  the  use  of  sick  leave  to  establish  a pattern  of  abuse. 

The  Water  Department  agrees  with  the  Budget  Analyst’s  finding  that  there  is 
excessive  use  of  floating  holidays. 

While  the  Water  Department  does  not  fully  concur  with  the  Budget  Analyst’s  findings 
regarding  the  use  of  sick  leave  and  floating  holidays,  the  Water  Department  does  agree  with 
the  Budget  Analyst’s  recommendation  that  use  of  sick  leave  and  floating  holidays  should  be 
monitored  more  effectively.  The  Water  Department  proposes  to  implement  appropriate 
internal  controls  to  prevent  abuses. 

Section  1.4  Maintenance  and  Service  of  Water  Department  Vehicles 

The  Water  Department  agrees  with  the  findings  of  the  Budget  Analyst  that  the  Water 
Department’s  work  reporting  does  not  adequately  document  actual  work  performed.  The 
Water  Department  proposes  to  improve  its  record  keeping  practices  to  accurately  record  the 
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use  of  labor  and  material.  The  Water  Department  concurs  with  the  Budget  Analyst’s 
recommendation  that  if  after  improving  its  record  keeping,  the  Water  Department  is  unable 
to  submit  sufficient  documentation  to  justify  its  current  staffing,  that  the  Water 
Department’s  staffing  be  reduced  as  appropriate  in  the  next  budget  cycle.  The  Water 
Department  also  proposes  to  review  its  internal  controls  to  make  any  changes  necessary  to 
prevent  theft,  misuse  or  abuse  of  city  property. 

Section  1.5  Leasing  of  Hydrant  Water  Meter  Devices  to  Contractors 

The  Budget  Analyst’s  recommendations  include  charging  the  higher  turbine  meter 
rate  for  all  meters.  The  Water  Department’s  rate  proposal,  however,  includes  a 
recommendation  to  eliminate  rate  differential  based  on  meter  type.  Only  about  200  of  the 
Water  Departments  163,000  meters  are  not  disc/compound  meters.  Eliminating  the 
differential  simplified  the  rate  structure  with  veiy  little  revenue  loss. 

The  Water  Department  concurs  with  the  Budget  Analyst’s  recommendation  to  assess 
a $100  per  month  penalty  for  non-reporting  of  hydrant  water  use  by  contractors.  The  Water 
Department  believes  the  size  of  the  penalty  should  provide  contractors  with  an  incentive  to 
report  water  use  promptly. 

Section  1.6  Water  Conservation  Program 

Water  Conservation  is  a key  element  in  the  Water  Departments  water  supply 
strategy.  The  Water  Department  concurs  with  the  Budget  Analyst’s  recommendation  that 
the  Water  Department  aggressively  implement  those  water  management  practices  specified 
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in  the  MOU  on  Urban  Water  Conservation  which  are  appropriate  for  San  Francisco  and 
that  the  Water  Department  expand  its  efforts  to  evaluate  the  effectiveness  of  various 
conservation  efforts.  As  recommended  by  the  Budget  Analyst,  the  Water  Department  will 
prepare  and  submit  to  PUC  an  annual  performance  report  covering  the  program  budget  and 
estimated  water  savings. 

Section  II. 1 Training  and  Procedures  Manuals 

The  Budget  Analyst  found  only  one  of  the  Water  Department’s  three  operating 
divisions  had  developed  a formal  training  plan.  The  Water  Department  concurs  with  the 
Budget  Analyst’s  assessment  of  the  importance  of  training  to  the  continued  success  of  an 
organization  and  proposes  to  require  each  division  to  develop  a formal  training  plan. 

The  Budget  Analyst  recommends  that  the  majority  of  training  requirements  be 
satisfied  using  the  expertise  resident  within  the  Water  Department.  While  the  Water 
Department  appreciates  the  Budget  Analyst’s  recognition  both  the  technical  knowledge  and 
the  managerial  skills  possessed  by  its  senior  staff,  the  Water  Department  believes  additional 
resources  beyond  its  staff  are  required  to  implement  an  effective  training  program.  The 
Water  Department  proposes  to  work  with  the  Mayor’s  office  and  the  Budget  Analyst  to 
determine  the  level  of  funding  required  to  achieve  the  Budget  Analyst’s  recommended 
training  objectives. 

The  Water  Department  concurs  in  part  with  the  other  principal  recommendation  of 
this  section  that  a written  set  of  personnel  policies  and  procedures  be  developed.  The 
Water  Department  believes  that  a Departmental  policies  and  procedures  manual  be 
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developed  rather  individual  divisional  manuals.  Personnel  policies  and  procedures  should 
be  uniform  throughout  the  Department.  Hie  Water  Department  proposes  to  develop  a 
departmental  policies  and  procedures  manual  which  can  be  supplemented  by  each  operating 
division  to  meet  their  specific  needs. 

Section  II.2  Preventive  Maintenance  and  Replacement  Planning 

Hie  Water  Department  believes  the  Budget  Analyst  has  underestimated  the  amount 
of  preventive  maintenance  currently  being  performed.  Hie  Water  Department’s  preventive 
maintenance  activities  have  historically  focused  on  treatment  plants,  pump  stations,  and 
other  structures.  Below  ground  facilities  such  as  pipes  have  traditionally  been  poor 
candidates  for  preventive  maintenance.  Because  of  recent  innovations  in  technology  which 
make  inspections  of  below  ground  facilities  feasible,  the  Water  Department  has  increased 
its  spending  for  maintenance  of  pipelines  and  cathodic  protection  systems. 

Hie  Water  Department  agrees  with  the  Budget  Analyst’s  recommendation  that  the 
Department  develop  a more  formal  approach  to  maintenance  management  including  an 
inventory  of  facilities,  identification  of  maintenance  requirements  and  frequency, 
development  of  performance  standards,  and  improved  reporting  of  maintenance  activities. 
Hie  Water  Department  has  as  one  of  its  maintenance  objectives  for  FY  94-95  to  determine 
an  appropriate  combination  of  preventive  and  corrective  maintenance  which  will  minimize 
total  maintenance  costs. 

Section  113  Comprehensive  Master  Planning 

Hie  Budget  Analyst  recommends  that  the  Public  Utilities  Commission  direct  its 
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General  Manager  to  develop  a comprehensive  master  plan  for  the  water  supply  and 
treatment  system.  The  Department  concurs  with  the  Budget  Analyst’s  recommendation. 

The  audit  report  notes  some  dozen  or  so  examples  of  areas  of  "system  difficulties" 
to  illustrate  the  need  for  a comprehensive  master  planning  effort.  All  examples  noted  were 
previously  identified  by  Department  staff  and  articulated  to  the  Budget  Analyst.  While  the  (6) 
list  is  representative  of  system  planning  needs,  it  is  neither  comprehensive  nor  does  it  reflect 
the  project  priority  determined  by  Department  management. 

The  report  states  that  "addressing  these  issues  without  the  need  for  substantive  water 
rate  increases  requires  prompt  action  and  astute  financial  planning."  The  Department  feels,  (7 ) 
based  on  the  anticipated  magnitude  of  capital  projects  required  to  meet  various  system 
needs,  it  is  unrealistic  to  assume  there  will  not  be  significant  water  rate  increases  which  must 
be  recognized  in  master  planning  activities. 

The  PUC  is  moving  forward  in  two  key  areas  related  to  comprehensive  master 
planning:  (1)  The  Commission  at  its  meeting  of  May  10,  1994  directed  SFWD  to  develop 
a five  year  financial  plan  reflecting  both  the  financing  requirements  and  the  rate  impact  of 
facility  replacements,  upgrades  and  additions  required  to  deal  with  the  issues  of  system 
reliability,  redundancy,  and  water  quality;  and  (2)  the  PUC  General  Manager  has  been 
working  with  senior  management  from  both  SFWD  and  Hetch  Hetchy  to  develop  a planning 
section  with  direct  reporting  responsibility  to  the  General  Manager  which  would  not  only 
consider  the  above  plan  elements  but  also  the  development  of  an  augmented  water  supply, 
including  alternate  water  sources. 
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Section  II.4  Water  Quality  Laboratoiy 

The  Water  Department  agrees  with  the  Budget  Analyst’s  recommendation  that  the 
THM  Monitoring  Program  which  has  been  in  effect  since  1979  should  be  updated.  The 
Water  Department  is  in  the  process  of  developing  a plan  which  will  improve  the  accuracy 
and  reliability  of  its  sampling  and  testing  procedures.  The  test  results  reported  to  the 
Department  of  Health  Services  will  be  supplemented  by  information  on  treatment  mode, 
quantity  of  South  Bay  Aqueduct  water  brought  into  the  system,  and  partial  chemical  analyses 
of  treated  waters.  Also,  the  Water  Department  has  requested  Montgomery  Watson,  an 
international  consulting  engineering  firm,  to  revise  their  scope  of  services  for  the  on-going 
Laboratory  Needs  Analysis  to  include  an  assessment  of  the  Water  Department’s  quality 
assurance  and  control  procedures. 

The  Water  Department  concurs  with  the  Budget  Analyst  recommendation  to  use  bar 
coding  in  its  sampling  and  testing  procedures.  A system  will  be  installed  during  1995. 

The  Water  Department  disagrees  with  the  Budget  Analyst’s  recommendation  to 
separate  water  quality  operations  and  laboratoiy  operations.  The  Budget  Analyst  expressed 
a concern  that  the  interaction  between  water  quality  engineers  and  laboratory  technicians 
may  influence  test  results.  A close  working  relationship  between  engineers  and  technicians 
is  required  - not  to  influence  test  results,  but  to  insure  water  quality.  Water  quality 
engineers  use  the  test  results  prepared  by  the  laboratoiy  technicians  to  manage  the  water  ( g ) 
treatment  plant  operations.  A direct  result  of  the  water  quality  engineers’  activities  to 
improve  operations  is  a corresponding  improvement  in  sample  test  results. 
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Section  III.l  Land  Management 

The  Water  Department  concurs  with  the  Budget  Analyst’s  finding  that  the 
Department  does  not  currently  have  a comprehensive  inventory  of  its  properties.  As  noted 
in  the  Management  Audit  Report,  the  Water  Department  is  implementing  Geographic 
Information  Systems  (GIS)  for  both  watershed  lands  and  pipeline  rights-of-way.  Those 
systems  will  include  a comprehensive  inventory  of  lands  and  will  enable  the  Water 
Department  to  address  the  land  management  issues  raised  by  the  Budget  Analyst 

The  Water  Department  disagrees  with  the  Budget  Analyst’s  recommendation  to 
utilize  real  estate  brokers  and  seek  competitive  bids  for  land  leases.  The  policy  of  the  PUC  ( 9 ) 
is  not  to  pay  commissions  on  land  leases.  Consequently,  real  estate  brokers  have  no 
economic  incentive  to  promote  leases  of  Water  Department  lands.  Secondly,  the  Water 
Department  is  selective  regarding  the  use  of  Water  Department  lands.  As  the  Budget 
Analyst  noted  in  his  report  "the  potential  for  development  of  SFWD  property  is  severely 
limited;  watershed  lands  must  not  be  polluted  or  eroded,  and  pipeline  lands  cannot  have 
any  kind  of  structures  on  trees  that  block  immediate  access  to  underground  pipes."  These 
restrictions  cause  the  Water  Department  to  be  extremely  selective  in  its  land  leases  which 
makes  competitive  bidding  impractical. 

The  Water  Department  periodically  reviews  its  standard  lease  agreements  to  ensure 
consistent  terms  and  conditions.  During  FY  93-94,  the  staff  of  the  Water  Department’s 
Land  Section  worked  with  the  City  Attorneys  Office  to  update  standard  lease  agreements. 

As  existing  leases  such  as  Mission  Valley  Rock  expire,  the  Water  Department  will  negotiate 
new  leases  using  standard  lease  agreement  terms  and  conditions  which  include  the  tax 
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recovery  provision  recommended  by  the  Budget  Analyst. 

The  Water  Department  agrees  with  the  Budget  Analyst’s  finding  that  clear  procedural 
guidelines  are  required  to  facilitate  land  management.  The  Water  Department  proposes  to 
review  existing  PUC  resolutions  regarding  land  management  issues  and  to  prepare 
appropriate  resolutions  rescinding  and/or  amending  existing  guidelines  or  adopting  new 
guidelines. 

The  Water  Department  concurs  with  the  Budget  Analyst’s  finding  that  the  Water 
Department  should  perform  routine  property  inspections  to  insure  compliance  with  lease 
terms  and  conditions.  The  activity  has  been  hampered  by  the  limited  staffing  in  the  Water 
Department’s  Land  Section.  The  Budget  Analyst’s  recommendation  to  add  one  4142  Senior 
Real  Property  officer  position  will  provide  the  staffing  required  to  perform  inspections. 

Section  III.2  Management  of  Pleasanton  Development 

Although  the  Water  Department  has  funded  this  project  since  its  inception,  until 
recently,  management  of  the  project  has  resided  outside  the  Department  The  Water 
Department  accepts  the  Budget  Analyst’s  finding  that  utilizing  a part-time  project  manager 
does  not  meet  the  needs  of  this  project  and  proposes  to  hire  a full-time  project  manager 
during  FY  94-95.  The  Water  Department  also  agrees  with  the  Budget  Analyst’s 
recommendation  that  city  policy  makers  be  kept  advised  of  project  status  through  regularly 
scheduled  meetings  and  reports  and  will  implement  the  Budget  Analyst’s  recommendation. 
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Section  III3  Peninsula  Watershed  Fire  Protection 


The  Water  Department  has  increased  its  spending  in  recent  years  to  improve  its 
management  of  watershed  lands.  The  Budget  Analyst  recommends  the  Water  Department 
expand  its  fire  prevention  program  and  develop  a fire  management  plan.  The  Water 
Department  concurs  with  both  recommendations  and  will  prepare  a fire  management  plan 
during  FY  94-95  and  begin  implementation  of  the  fire  prevention  program  developed  as  part 
of  the  plan. 

Section  III.4  Contract  Management 

Although  the  Budget  Analyst’s  finding  and  recommendations  regarding  contract 
management  are  based  on  a very  small  sample  of  Water  Department  contracts,  the  issues  (10) 
raised  are  of  concern  to  the  Department.  The  Water  Department  proposes  during  FY  94-95 
to  review  its  existing  internal  controls  for  contract  management,  to  test  those  controls  to 
identify  any  weaknesses  in  those  controls,  and  to  modify  existing  controls  or  add  new 
controls  to  eliminate  the  deficiencies  noted  by  the  Budget  Analyst  and  to  prevent  fraud, 
abuse,  or  misuse  in  contracting.  The  Water  Department  also  proposes  to  prepare  and 
distribute  to  contract  managers  a manual  summarizing  Water  Department  policies  and 
procedures  for  contract  management. 


a:\Uws\rcsponse.  wp6 
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Budget  Analyst  Comments  on  Referenced  Statements  in  San  Francisco  Water 
Department  Response 


SFWD  Response 

Reference  No.  Budget  Analyst  Comment 

(1)  Our  finding  and  recommendations  concerning  Customer  Service  Division 
Staffing  were  based  primarily  on  data  provided  by  Water  Services  Clerks 
in  response  to  our  request  that  the  clerks  track  their  time  spent 
performing  various  activities.  Our  conclusions  were  further  supported  by 
staffing  comparisons  with  other  Water  Districts. 

Furthermore,  the  Budget  Analyst  has  taken  into  account  the  Unit 
Supervisor’s  estimates  of  time  required  to  open  and  close  accounts  and 
time  requirments  for  other  duties.  Even  with  these  adjustments,  the  CSD 
can  reduce  staffing  by  the  two  Water  Services  Clerks  as  the  Budget 
Analyst  recommends. 

(2)  The  problems  cited  by  the  SFWD  response  represent  less  than  one  tenth  of 
one  percent  of  all  meter  reads  conducted  in  the  City  on  an  annual  basis, 
as  disclosed  in  our  report.  The  SFWD  response  does  not  address  the 
alternative  solutions  to  the  small  number  of  problems  uncovered  by 
“Verify  Reads”  that  are  suggested  on  page  18  of  our  report.  We  believe  that 
such  alternatives  will  substantially  offset  any  reduction  to  the  minimal 
improvements  to  revenue  collection  while  achieving  substantial  savings. 
Also,  many  of  these  problems  will  will  be  addressed  by  the  numerous 
other  work  orders  performed  by  the  Ifield  Services  Unit. 

(3)  The  recommendations  of  the  Budget  Analyst  to  reduce  Water  Services 
Inspectors  positions  will  not  necessitate  a reconfiguration  of  the  existing 
service  districts.  Even  if  such  a reconfiguration  were  to  take  place,  the 
City  would  be  covered  by  districts  averaging  1.94  miles  square  instead  of 
the  current  1.7  miles  square.  We  do  not  believe  that  this  increase  in 
service  district  size  would  have  a material  effect  on  travel  time  or 
productivity. 

(4)  The  judgment  of  the  Budget  Analyst  on  excessive  sick  leave  usage  is  based 
on  Civil  Service,  SFWD  guidelines  and  the  data  presented  on  pages  30  and 
31  of  our  report.  For  example,  over  37%  of  the  employees  sampled  used 
more  sick  days  annually  than  can  be  accrued  by  an  employee  in  a year’s 
time.  Further,  approximately  20%  of  the  employees  sampled  used  sick 
days  either  the  day  before  or  the  day  after  their  scheduled  vacations. 

(5)  The  preventive  maintenance  activities  that  are  performed  by  the  SFWD 
are  clearly  described  in  our  report  (see  page  58). 

(6)  The  Budget  Analyst  identified  the  examples  of  system  planning  needs, 
facility  repairs  and  capital  projects  through  interviews  with  SFWD  staff, 
direct  observation  and  review  of  documents.  We  did  not  characterize  the 


122 


SFWD  Response 
Reference  No. 


Budget  Analyst  Comment 


list  of  examples  as  comprehensive  or  reflective  of  project  priorities 
determined  by  management.  If  such  a comprehensive  listing  of  projects 
by  priorities  were  available,  the  Budget  Analyst’s  recommendation  to 
develop  a comprehensive  master  plan,  which  the  SFWD  agrees  with, 
would  not  be  necessary. 

(7)  The  SFWD’s  interpretation  of  this  statement  in  the  Budget  Analyst’s  draft 
report  is  incorrect  and  contradictory  to  clear  statements  made  by  the 
Budget  Analyst  in  our  review  of  financial  data  in  the  Introduction  to  our 
report  (see  pages  4 through  9).  The  SFWD  interpretation  also  ignores  the 
related  statement  found  on  the  same  page  (page  67)  in  the  Savings  and 
Benefits  description.  To  prevent  any  confusion,  the  Budget  Analyst  has 
revised  the  phrase  “substantive  water  rate  increases”  to  “sudden, 
unplanned  water  rate  increases”. 

(8)  The  Budget  Analyst  has  considered  this  response  and  remains  convinced 
that  our  recommended  minor  change  in  organizational  relationships  will 
enhance  the  independence  of  water  quality  testing  and  not  impair 
working  relationships  or  the  use  of  laboratory  work  products  by  water 
quality  engineers. 

(9)  The  Budget  Analyst  does  not  recommend  that  the  SFWD  utilize  real  estate 
brokers  or  pay  commissions.  Instead,  we  simply  suggest  that  area 
brokers  be  notified  when  property  becomes  available  for  lease  as  a way  of 
increasing  market  information  to  parties  potentially  interested  in  leasing 
SFWD  property. 

The  Budget  Analyst  believes  that  potential  property  use  restrictions  can  be 
incorporated  into  competitive  selection  procedures  and  that  such 
restrictions  should  not  make  competitive  selection  impractical  when  more 
than  one  party  expresses  an  interest  in  an  available  property. 

(10)  The  SFWD  statement  that  the  contracts  reviewed  by  the  Budget  Analyst 
were  a “very  small  sample”  is  misleading.  We  reviewed  six  major 
contracts  that  resulted  in  over  $14  million  in  expenditures  over  multiple 
fiscal  years,  (see  page  92)  On  an  annual  basis,  the  SFWD  spends 
approximately  $4  million  for  professional  services  contracts.  Clearly,  the 
sample  we  reviewed  was  of  sufficient  size,  involving  significant 
commitments  of  financial  resources,  to  be  meaningful.  Moreover,  much 
of  this  finding  was  based  on  Department  procedures  that  apply  to  all 
professional  services  contracts.  The  Budget  Analyst  views  the  SFWD’s 
concern  over  the  contract  management  issues  raised  by  this  finding  as  a 
positive  and  appropriate  response. 
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